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TO AMEND THE SHIPPING ACT, 1916 


TUESDAY, JUNE 3, 1958 


Houses or REPRESENTATIVES, 
CoMMITTEE ON MercHANT MARINE AND FISHERIES, 
Washington, D. C. 

The committee met at 10:05 a. m., pursuant to notice, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

The Cuarrman. The committee will come to order. We will begin 
hearings this morning on H. R. 12751 and similar bills H. R. 12748, 
H. R. 12758, and H. R. 12794 introduced by the Chair and by Mr. 
Tollefson, Mr. Allen, and Mr. Dellay. 

(H. R. 12751 is as follows:) 


[H. R. 12751, 85th Cong., 2d sess.] 
A BILL To amend the Shipping Act, 1916 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 14 of the Shipping Act of 1916, 
is amended by inserting at the end thereof the following: “Provided, That 
nothing in this section or elsewhere in this Act, shall be construed or applied to 
forbid or make unlawful any dual rate contract arrangement in use by the 
members of a conference on the effective date of this amendment, which confer- 
ence is organized under an agreement approved under section 15 of this Act 
by the regulatory body administering this Act, unless and until such regulatory 
body disapproves, cancels, or modifies such arrangement in accordance with the 
standards set forth in section 15 of this Act. The term ‘dual rate contract ar- 
rangement’ as used herein means a practice whereby a conference establishes 
tariffs of rates at two levels the lower of which will be charged to merchants 
who agree to ship their cargoes on vessels of members of the conference only 
and the higher of which shall be charged to merchants who do not so agree.” 

Sec. 2. This Act shall be effective immediately upon enactment and shall cease 
to be effective on and after June 30, 1960. 


(Justice Frankfurter excerpt from Supreme Court of the United 
States, Nos, 73 and 74, October term, 1957, pp. 20 and 21 follows:) 


While limits have been imposed upon enterprise in meeting competition, which 
is itself the governing principle of our economic system, these limits, embodied 
in the antitrust laws, were found to be inapplicable to, because destructive of 
our national interest in, the international ocean transportation industry. The 
United States obviously could not compietely regulate the foreign carriers with 
whom American carriers compete (not to mention the carriers that serve foreign 
shippers with whom American shippers compete). In view of the prevailing 
characteristics of the industry, it early became apparent that it would, on the 
whole, be in the national interest to tolerate some practices of steamship lines 
that in other industries would be deemed inadmissible. For the alternative, so 
it was concluded, would be to put it within the power of unregulated foreign 
carriers seriously to injure American firms—both carriers and shippers—if not, 
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indeed, to put them out of business. And so, in the development of a scheme for 
regulating this international industry, self-protective measures by way of collec- 
tive action were not left to the condemnation of the Sherman and Clayton Acts. 


In order to appreciate the Shipping Act of 1916 as an attempt to balance the 
need for some regulation with the economic and political objections to sweeping 
the shipping industry under the antitrust concept, the circumstances that begot 
the Act must be recalled. 

The Carman. This legislation was introduced at the request of 
major segments of the shipping industry, and is intended to remove 
any doubt as to the continued legality of any dual rate contract ar- 
rangements in use by the members of a steamship conference until 
June 30, 1960. Proponents of this legislation represent that it is nec- 
essary as the result of the recent decision of the Supreme Court of the 
United States disapproving a dual-rate contract system proposed by 
the Japan-Atlantic and Gulf Freight Conference, whereby contract 
rates to shippers who signed an exclusive patronage contract with 
the conference would be substantially lower than noncontract rates. 
The Court held that in view of the circumstances in the particular case 
the rate system was illegal under section 14 of the Shipping Act of 
1916. 

The bill is a measure designed to assure continued stability in ocean 
freight rates for a period of time adequate for Congress to make a 
thorough study of the whole subject, with particular reference to 
the Shipping Act of 1916. 

The Chair wishes to state that it realizes that there are differences of 
opinion on the matter before us. We are approaching this with an 
open mind, and intend to hear spokesmen representing different 
groups and different viewpoints. 

We have set aside 3 days this week, starting today, to hear those who 
wish to present their views to the committee on the proposed legisla- 
tion. In view of the very broad aspects of the steamship conference 
system, it is necessary at this time that testimony be held as closely as 
possible to the immediate question of whether or not it is desirable 
that the status quo be maintained for a 2-year period while careful 
study is given to not only the dual rate problem, but the conference 
system generally. 

Before proceeding with the first witness I would like the record to 
show that the Chair is in receipt of a large number of communications 
urging the enactment of this interim legislation. In addition, there 
have been requests for time by others who wish to speak in opposition. 

We will have practically 2 hours this morning. To expedite this 
matter, if it meets the convenience of the committee, I hope, during 
the general debate this afternoon, that we might sit for an hour or an 
hour and 20 or 30 minutes. 

The first witness this morning is Mr. Maloney of the American Mer- 
chant Marine Institute. 

I have 5 minutes listed here. I do not, of course, want to limit the 
time of anyone but I am not going to let somebody run on and on 
forever. I want to get right down as I stated in the opening statement 
to the matter of whether it is advisable to pass this interim bill. That 
is the matter we want to get down to. Iam not going to sit here and let 
some witness 20 on for an hour or so. 





TO AMEND SHIPPING ACT, 1916 3 


STATEMENT OF WALTER E. MALONEY, GENERAL COUNSEL; AC- 
COMPANIED BY ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE 


Mr. Maroney. Mr. Chairman and members of the committee, my 
name is Walter E. Maloney, 40 Wall Street, New York City. I appear 
before your committee today as general counsel of American Merchant 
Marine Institute, Inc., which maintains offices at 11 Broadway, New 
York, N. Y., and at 1701 K Street NW., Washington, D. C. 

The institute is an association of 49 companies owning and operating 
the great preponderance of American-flag oceangoing tonnage. These 
vessels are of all types—passenger vessels, freighters, tankers, colliers, 
and specially constructed ships—and operate in all services, both 
foreign and domestic. It is on behalf of these member companies that 
the institute appears here today in support of H. R. 12751, H. R. 12758 
and H. R. 12748. 

At the outset I wish to commend your chairman and the members 
of your committee for your promptness in initiating hearings on this 
most important subject. It is most reassuring to the owners of Ameri- 

can-flag vessels to know that in your committee they have a group 

extremely well informed on the workings of the industry and ready 
to move quickly when the industry is confronted with a problem of 
this magnitude. 

Put in the simplest terms, the American shipping industry faces 
this situation: By its action of May 19, 1958, in Federal Maritime 
Board v. Isbrandtsen Company, Inc., et al, the United States Supreme 
Court threw into chaos the entire steamship conference system. In 
that case the Court outlawed the dual rate system of the Japan- 
Atlantic and Gulf Freight Conference. The Court found this system 
to be a “predatory device,” instituted for the purpose of curt tailing the 
competition of a nonconference company. No one can tell at the mo- 
ment the extent to which the conferences will be affected by this 
decision. Will a dual-rate system survive if it is not directed at a 
single nonconference competitor? Will it survive if at the time of 
its ‘inauguration there is no nonconference competition? Or, as con- 
strued by Justice Frankfurter in his dissenting opinion, does the 
decision of the majority go so far as to outlaw all dual-rate systems? 
At the moment we can be certain of only one thing—unless legislation 
to this effect is enacted, the steamship industry will be torn by litigation 
for some years to come. 

Looking at the picture from the viewpoint of the American steam- 
ship owner, we are vitally concerned with the continued effective- 
ness of the conference system. It is as simple as this: Without the 
pea rate systems it is highly unlikely that the steamship conferences 

‘an survive in the face of unbridled competition from nonconference 
conpaalen: If the conference system fails, the American-flag com- 
pany, the high-cost operator, will be the first to be forced to the wall. 
Particularly in this period of idle ships, poor cargo offerings, and 
steamship company failures, it is frightening to face the possibility 
of cutthroat competition and rate wars which must result inevitably 
in forcing the American-flag operator out of the service. 
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While most members of your committee are thoroughly familiar 
with the setup and operations of steamship conferences, the picture 
may present somewhat of a mystery to some of you, and some back- 
ground informat ion would seem appropriate. 

A “conference” is a loose association of steamship lines operating 
vessels of different flags. Each member of the conference operates 
regularly scheduled vessels in general cargo trade over a particular 
trade route. The conference idea is not new—as early as 1875 steam- 
ship lines trading between England and India or ganized a conference. 
Since that time the conference system has experienced a rapid and 
steady growth, and conferences are now in existence on all sealanes 
where trade development and general cargo are the primary interests 
of steamship operators. There are now approximately 125 separate 
conferences operating out of United States ports alone. 

In international trade, where not one but a number of nations are 
directly involved, it is impracticable to fix freight rates by govern- 
mental action. ak rates are made and changed by conference 
action. The formation and operation of steamship conferences in 
foreign trade routes from and to this rw y is approved by statute 
(Shipping Act, 1916, sec. 15; 46 U. S. C. 814). The statute operates 
as an exception to the antitrust laws. TD he agreement establishing the 
conference, as well as any modification or cancellation thereof, must 
be filed immediately with, and must be appr oved by, the Federal Mari- 
time Board. Membership in the conference is open to all companies 
serving the particular trade route or area. 

Most conferences have some form of arrangement designed to bind 
their shippers to ship their goods by vessels operated by members of 
the conference. These arrangements are sometimes referred to as 

“dual-rate systems,” “exclusive patronage systems,” or “contract/non- 
contract rate systems.” While the systems used in United States 
foreign trade routes are far from uniform, they generally provide 2 
levels of rates—1 for shippers who agree to make their shipments on 
the vessels of conference carriers only. , and 1 for shippers who do not 
so agree. The option is available to all shippers, large or small. 
Agreements of this nature have been in use for more than 40 years. 
These agreements form the very foundation on which is based mosi 
of our foreign commerce. To prevent a complete disruption of this 
commerce, as it has been carried on for all these years, H. R. 12751, 
H. R. 12758, and H. R. 12748 have been introduced and referred to 
your committee. 

It is obvious from the language of these bills that they are not de- 
signed as any permanent solution to the problem created by the 
Supreme Court decision. By their terms the bills would expire June 
30, 1960. But they would afford the steamship companies an oppor- 
tunity to determine to what extent if any, their own conferences are 
affected by the decision and if need be, to make adjustments to ac- 
commodate themselves to this upheaval in their established manner 
of doing business. Above all, this legislation would give your com- 
mittee an opportunity to study the situation and to design legislation 
calculated to provide permanent relief. Meanwhile, these bills would 
continue in existence the situation which prevailed immedi utely prior 
to the Court’s decision. 

I cal] your particular attention to the fact that these bills give the 
Federal Maritime Board authority to disapprove, cancel, or modify 
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any dual-rate contract arrangement even though the validity of the 
particular system had not been challenged prior to the decision of the 
Supreme Court. 

I would not attempt to an: alyze for you today the ultimate impact 
of the Supreme Court’s decision. I submit that it is sufficient for your 
purposes to realize that it is susce ept ible of several interpretations rang- 
ing from one of quite limited effect to that as far reaching as the sug- 
gestion of Justice Frankfurter that the decision outlaws all dual-rate 
systems. Methods of operation and business practices in use for 
many years are most certainly in jeopardy. In the absence of interim 
legislation, the conference systems, and particularly American-flag 
members of the conferences, may be irreparably damaged even while 
studies are being made in the interests of permanent relief. Iam sure 
that you will conclude that it is in the best interests of the American 
— marine that Congress enact legislation in the form of H. R. 

2751, H. R. 12758, and H. R. 12748. 

Ths ink you, Mr Chairman. 

The CHamman. Will you tell the committee what percentage of the 
liner companies, the tramps and tanker companies, favor this bill? 

Mr. Maroney. Well, sir, I am speaking on behalf of the American 
Merchant Marine Institute and can assure you that it has the unan- 
imous and wholehearted support of all companies in our association 
without regard to the type of service that they happen to be in. 

Now, I can also assure you from discussions that I have had that 
this bill has extremely wide support among other companies who do 
not belong to our association. 

The CHatrrMan. What companies not involved might favor this 
legislation ? 

Mr. Matoney. I do not quite follow your question, sir. Do you 
mean not involved in the litigation ? 

The CHarrman. Yes. 

Mr. Maroney. Well, we have in our membership 49 companies that 
are not involved. States Marine Lines is here. They do not happen 
to be a member of our association. I know that they are here to sup- 
port this legislation. 

There are west coast companies, members of the Pacific American 
Steamship Association, who will be represented here through the 
association and perhaps individually and they support the legislation. 

The CuHarrMan. How many companies are there who are American- 
flag operators that are opposed to the dual-rate system ? 

Mr. Maroney. Opposed to the dual-rate system, sir? 

The CuHarrman. Yes. 

Mr. Maroney. I know of my own knowledge only | of one, the 
Isbrandtsen Co. I have read in the press that company’s opposition 
to legislation of the sort which you and Mr. Tollefson and Mr. Allen 
have introduced. 

I know of no other company, at the moment at least, which has 
expressed any opposition to this legislation. 

The Crarrman. Could you furnish for the record, at a later date 
in all probability, the number of American-flag companies that are 
favorable to this, and their names and the number of ships they 
operate, and then the reverse ? 
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Mr. Maroney. I will be very happy to do so, sir, and I may say 
with your permission that I will solicit information from other groups 
in addition to our own and will endeavor to get a composite list. 

(The information referred to follows :) 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D.C., June 9, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. CHAIRMAN: During the course of the Institute’s appearance in con- 
nection with H. R. 12751, you asked that there be furnished to the committee a 
list of companies by name showing their ownership of vessels and their position 
in connection with the legislation heard. Mr. Maloney, the Institute witness, 
indicated that this would be done, and I therefore hope you will consider the 
attached for inclusion in the record on page 11 of the unrevised transcript of 
the hearings, June 3, 1958. 

The tabulation shows that of the 428 vessels in liner service under United 
States flag as of May 1, 1958, 414 vessels, or 96.7 percent, are owned by com- 
panies who support the legislative proposal. Only the owners of 3.3 percent of 
the total number of American-flag liner vessels, or but 1 company opposes the bill. 

Sincerely yours, 
ALVIN SHAPIRO, 
Vice President. 


United States flag liner companies in foreign trade (as of May 1, 1958) 


Number of Percent of Position re 
vessels total H, R. 12751 
owned 

Member of 1 or more conferences 
Alcoa Steamship Co 16 Support. 
American Banner Line I Do 
American Export Lines 26 Do. 
American Mail Line 8 Do. 
American President Lines 25 Do. 
Bloomfield Steamship Co ‘a 4 Do 
Central Gulf Steamship Corp 2 Do. 
Farrell Lines, Inc 16 Do. 
Grace Line, Inc. 33 Do 
Gulf & South American Steamship Co_. 4 Do 
Isthmian Line, Inc 24 Do 
Lykes Bros. Steamship Co--- : 49 Do 
Mississippi Shipping Co 14 Do. 
Moore McCormack Lines, Inc 38 Do 
The Oceanic Steamship Corp 6 Do. 
Pacific Far East Line 11 ‘ Do 
Prudential Steamship Corp a 3 Do. 
States Marine Corp-_- 15 Do. 
States Steamship Co-_-. 13 Do 
Stevenson, T. J. & Co 1 Do. 
Stockard Steamship Corp-.. 1 Do. 
United Fruit Co. 23 Do 
United States Lines Co 55 Do. 
Waterman Steamship Corp 26 Do. 

Subtotal oe ' 414 96. 7 
Nonconference member: Isbrandtsen & Co... 7 14 3.3 | Oppose. 
Total. . iin haa eae vot — 428 100.9 


The Cuarrman. Are the opponents of this dual rate system strictly 
American-flag operators or foreign-flag operators ? 

Mr. Matoney. The proponents of the system ? 

The Cuarrman. No; are those in opposition to the system strictly 
American-flag operators or dual operators, American and foreign flag ? 

Mr. Maroney. As I said, the only opponent of this system that I 
know of is Isbrandtsen. To my own knowledge, they have no foreign- 
flag ships. I am not positive but I do not think they have any. 
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The CuHairman. What percentage of the American-flag operators 
belong to conferences ? 

Mr. Maroney. I think it is very close to 100 percent. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Mr. Chairman. 

Mr. Maloney, pursuing the line of questioning a little further, could 
you tell us what categories of shipping are not usually involved in 
conference systems? For example, I would imagine that a purely 
tramp operation would not be in a conference. Would that be true? 

Mr. Mavoney. That is true, sir. It is easier, if I can, to approach it 
the other way. The conference system is generally made up of car- 
riers who are carrying general cargo. The conferences do not attract 
the tanker trade. They do not attract the bulk carriers. 

Mr. Aten. Is there any subsidized line that is not a member of one 
or more conferences ¢ 

Mr. Maroney. I would like to verify it, sir, but I think there is no 
subsidized line that does not belong to a conference. 

Mr. AutLEN. Are tankers involved in any type of conference ? 

Mr. Mavoney. I know of no tanker company that is involved in a 
conference. No,sir. They are mostly contract carriers. 

Mr. Auten. Excepting the intercoastal and coastwise trade, are 
there any berth or liner services which are not subsidized or, rather, 
which are the ones that are not subsidized ? 

Mr. Matoney. You are speaking of berth line operators now ? 

Mr. ALLEN. Yes, sir. 

Mr. Matoney. I think that you have Isthmian, Waterman, Alcoa, 
States Marine. You excepted the intercoastal ; did you not? 

Mr. Auten. I excepted the intercoastal and coastwise and noncon- 
tiguous. 

Mr. Maroney. United Fruit. I believe that is all. 

I would like permission to supplement that if others come to mind. 

Mr. Auten. Would you add Isbrandtsen ? 

Mr. Matoney. I think I started with Isbrandtsen or maybe I said 
Isthmian. They are both in there. 

Mr. Aen. Is it true to say that with the exception of one berth 
service all American-flag operators in the berth service are members 
of conferences and supporting this legislation ? 

Mr. Maroney. That is my understanding, sir. I have not talked 
to all of the companies that I just mentioned. For instance, I have 
not talked with any one from the Waterman Co. I cannot say right 
now how they feel. 

Let me say, however, that I have heard no opposition from that 
source. 

Mr. Auten. We had hearings not long ago which involved some 
conferences and it developed that there were possibly 1 or 2 American- 
flag operators in a conference with a number of foreign-flag opera- 
tors. I presume that that is on the east coast as well as the west coast. 

Mr. Maroney. I think that is true all over, sir, by the mere num- 
erical superiority of the foreign-flag operators. 

Mr. ALLEN. Does that system with a preponderance of foreign-flag 
operators have the effect of putting the control of our rate structure 
in the hands of the foreign-flag operators in any way to the detriment 
of the American-flag operators ? 
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Mr. Matonery. I think not, sir. I think that perhaps the existence 
of American flag participation in those conferences is most important 
not only, of course, from our own interest but to the American economy 
as well. 

I do not believe that the numerical superiority of the conferences 
works to the detriment of the American-flag operator in those con- 
ferences. 

Mr. Auten. You mentioned that the Americans were the high cost 
operators and would be the first to suffer most in the absence of some 
conference system. 

Mr. Maroney. Yes, sir. 

Mr. Auten. Is it not true that as to the subsidized line our subsidy 
payments put them on a basis of equality of cost with their foreign- 
flag competitors ? 

Mr. Maroney. Well, that does within limits, but it does not guaran- 
tee to keep them there, sir. In otherwords, as you well know, your 
subsidy program is directed at parity on five elements of cost. They 
are big elements, true. You have your manning cost, your v ictualing, 
your insurance, your repairs, T hey are big items of cost. 

The program is directed to bring the “American operator up to 
parity with his foreign competition. 

Now, if his business is good enough but he earns»profits in excess 
of the 10 percent and he gets into a recapture position, that redounds 
to the Government's benefit. 

If, however, through, let us say, cutthroat competition or any other 
method, the freight is taken away from him, not only will those profits 
disappear but his 10 percent will disappear. 

The subsidy program remains constant through all of this but his 
earnings drop. There is no guaranty in this program of earnings 
to the American operator so that if his freight is reduced, if let us 
say his revenue is reduced either by a loss of the business to a lower 
cost competitor or by a forced reduction in his own rate structure, 
then the subsidy program, while it provides an initial support, is no 
answer to this problem. 

Mr. Auten. On the contrary, then, does the fact that our operators 
have high costs other than the subsidized items enable the foreign 
carriers to use the conference system as a sort of an umbrella en- 
abling them to raise their rates up to a rate that an American carrier 
must have to keep in existence and thereby cause a higher rate to the 
shippers than are involved? 

Mr. Maroney. Conceivably, the high cost of the American operator 
could affect the entire conference-rate structure because if the Ameri- 
can operator is in there and he is endeavoring to set rates which will at 
least a him above the breakeven point, obviously the foreign-flag 
operator with his lower costs is going to have more left out of those 
same rates. 

Mr. Auten. Could you tell me the approximate percentage differen- 
tial between the two rates in a dual-rate structure? 

Mr. Maroney. The one in question in this case was slightly under a 
10 percent differential by way of a reduction given to the shipper who 
agreed to give all of his business to conference vessels. 

Mr. Auten. Thank you, Mr. Chairman. 
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The Cxuarrman. In the court case, was there something other than 
the dual-rate system that entered into the decision of the court, and 
did it specifically apply to the one case before the court or did it 
apply to the whole thing? 

Mr. Mauonry. Yes, sir. The court said in its opinion, after speak- 
ing of some earlier decisions which it had been argued were being 
overruled— 

Since, as we hold, section 14 strikes down dual-rate systems only where 
they are employed as predatory devices, then precise findings by the Board as to 


a particular system’s intent and effect would become essential to a judicial de- 
termination of the system’s validity under the statute. 


Now, in this case in addition to the dual-rate system the court found 
that it was directed at competition by Isbrandtsen and deemed it a 
predatory device. That is the only other element in the case, I would 
say. 

I was reading from the bottom of page 19 of the majority opinion. 

The CuarrMan. On page 19, there is the statement : 

In view of the fact that in the present case the dual-rate system was insti- 
tuted for the purpose of curtailing the Isbrandtsen’s competition, thus becoming 
a device made illegal by Congress in section 14, third, we need not give con- 
trolling weight to the various treatments of dual rates by the Board under dif- 
ferent circumstances. 

That is the reason I asked the question. 

Mr. Matoney. That is right, sir. That is the additional element 
that they found in this case, the use of the dual rate system directed 
at competition by Isbrandtsen. 

Now, as I pointed out, sir, that leads us right to the questions that 
are in the minds of not only the conference oa but of the members 
of these conferences: Is this case limited to that 

Justice Frankfurter does not think so. He says, “And there should 
be no mistake but that today’s decision outlaws such systems.” 

He is speaking in this case of all dual rate systems. 

Now, we are not convinced he is right, by any means. 

The Cuatrman. That is the minority opinion. 

Mr. Maroney. We wrote one of the minority opinions. 

Justice Burton agreed with him and then Justice Harlan submitted 
a slightly different view. 

It leads us to the point that, while we had this additional element 
in this case where the dual rate system was used and the court opinion 
sets forth the history of Isbrandtsen’s coming in with rates 10 per- 
cent below the conference and the conference then tried to meet them 
and they led into a period of competition there where rates were well 
below the initial rate schedule, then in, I think it was, 1952, the con- 
ference instituted this dual rate system. 

Now, then the question arises, suppose that they did not have one 
nonconference competitor standing out as existed in this case. Sup- 
powss for instance, that there were 2 or 3. Is that system outlawed 
y this opinion ? 

Furthermore, suppose that they anticipated competition but at the 
moment it had not gotten into the trade and they put in the cual rate 
system? Suppose that even without anticipating it they found it 
desirable among themselves? Are these dual rate systems valid or 
are they all ruled out by this opinion ? 
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Without interim legislation we are going to have to sit by and wait 
the protracted litigation which will take place and one by one we 
will have these questions answered, but meanwhile we feel that ir- 
reparable damage will be done. That is why we support whole- 
heartedly this interim legislation to permit a study of the question 
and, if your committee sees fit, permanent remedial legislation. 

The CuarrmMan. Without it, is it the thought that continued success- 
ful operation of American-flag vessels and the building and replace- 
ment program that is contempl: ated would automatically cease or go 
into a chaotic condition such that it would have to cease operation ¢ 

Mr. Maroney. Yes, sir. I cannot think of anything more destruc: 
tive to the confidence of investors in the American merchant marine 
than the collapse of the conference system. 

I do not think an American flag operation can continue successfully 
without the conference system and if, as I believe, this dual-rate 
system is essential to the conference system, then once the conference 
system goes down the high-cost operator is going to be the first one to 
be put out of the service. 

The Cuarrman. Mr. Van Pelt ? 

Mr. Van Perr. I have no questions. 

The Cuatrman. Mr. Maillard? 

Mr. Mariutarp. I have no questions. 

The Cnatrman. Mr. Dellay ? 

Mr. Detiay. I have no questions. 

The Cuarrman. Mr. Dorn? 

Mr. Dorn. What besides rates do these conferences agree on ? 

Mr. Maroney. Do you mean among themselves? They agree gen- 
erally to maintain a stability of service or regularity of service, to have 
a certain number of ships in that trade regularly scheduled. All of 
these operators are liner operators, regularly scheduled operators. 

Mr. Dorn. Do they agree, for instance, that they will all use a 
certain trucking concern ? 

Mr. Matonry. No, sir. 

Mr. Dorn. Or that they would all use a specific railroad as opposed 
to a trucking concern ¢ 

Mr. Maroney. I have never seen any such agreement, sir. I know 
of none. They are interested, sir, merely in dealing with the problems 
that arise when these lines are ‘all operating in the same service and 
that is rate stability, stability of operations, giving the shipper an 
assurance that he can look forward to centinnied service in his trade 
with a stability of rates that he could not otherwise anticipate. 

Mr. Dorn. Does this apply equally to the man who just has spas- 
modic shipments or perhaps only one shipment as well as the one who 
has a general and constant shipper ? 

For instance, suppose I wanted to ship something now. What rate 
would apply to me? TI have only one article that I want to send. 

Mr. Matonry. Theoretically, sir, I know of no prohibition that 
would stop you from coming in and taking advantage of this by agree- 
ment to ship everything else that you were going to ship on a con- 
ference vessel. 

Mr. Dorn. Practically, would that agreement be offered to me? 
Would I be informed of it by the conference or by the shipper ? 

Mr. Maronry. You are informed through the tariff schedules which 
are filed, sir. They are all on file. 
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Mr. Dorn. Here is a small man who knows nothing about ship- 
ments. He goes and is charged so much, X dollars. Is that X dollars 
just the lower or the higher rate? Is he informed that if he signs an 
agreement on form 56-W, that he will be able to get a lower rate even 
though he is never going to have another shipment ! 

Mr. Matoney. Sir, I would prefer, if you will, to have that question 
directed to people in the steamship companies themselves rather than 
for me to hazard a guess. I cannot give you an answer of my own 
knowledge. 

I have an idea that almost all of this freight is moved through 
freight forwarders. 

I think it would be highly unusual for you to go down to the dock 
yourself with a package to ship to Japan or some place. It could be 
done, but certainly the freight forwarder is thoroughly familiar with 
this arrangement. 

I can probably get the answer in the room for you, but I cannot 
answer of my own knowledge. 

Mr. Dorn. Then an integral part of this whole thing would be the 
freight forwarders ? 

Mr. Maroney. I think the freight forwarder is a very integral part 
of the whole movement. 

Mr. Dorn. Are they a part of this conference ? 

Mr. Maroney. No, sir. 

Mr. Dorn. Do they join in the setting of any of these rates ? 

Mr. Maroney. No, sir. 

Mr. Dorn. Is there an agreement in the conference not to allow any 
rebates or kickbacks ? 

Mr. Maroney. There is a statute forbidding it, sir. The statute 
itself forbids rebates. 

Mr. Dorn. To your knowledge, do any rebates or kickbacks happen 
despite the statute 

Mr. Matonry. Not to my knowledge, sir. 

Mr. Dorn. Then actually the effect of the application of these rates 
does not depend on the steamship companies themselves. It depends 
on freight forwarders. 

Mr. Matoney. Sir, if I gave that impression, I did not mean to do so. 

The application of these rates depends on whether the shipper falls 
into the one category or the other, whether he is a contract shipper 
or not. 

Now, how that shippr may be informed of the option which he has— 
and they all have that option—how he is informed of it, sir, I do not 
know of my own knowledge. 

The dual-rate system is open to all shippers just as the conference 
is open to all steamship companies. Nobody is foreclosed. 

Mr. Dorn. But the workings of it really depend not on steamship 
people but on the freight forwarders. 

Mr. Maroney. I would think that to be the case, sir. 

I would appreciate very much if you would verify that or permit 
me to verify it with the conference and steamship people. 

The CuHarrMan. Mr. Pelly ? 

Mr. Petuy. Mr. Maloney, as I understand, the preferential rate 
under the dual-rate system is a matter of public record available to 
nonconference operators and freight forwarders and there for anyone 
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who wants to come in and cut that rate, and therefore the element of 
competition still exists. Is that correct ? 

Mr. Mavonry. Yes,sir. That is correct, sir. 

Mr. Petiy. As I understand you to give your opinion, it would be 
that if we eliminated the dual-rate system, it actually would result 
in the eventual breakup of the conferences; is that correct ? 

Mr. Matoney. I think it would, sir. Yes, sir. 

Mr. Petry. And were it not for the conferences, would we not have 
actually rate wars in progress ? 

Mr. Maroney. Yes, sir; most certainly so. 

As I view it, the conference is, let us say, the weapon used by the 
the steamship industry throughout the world to provide stability and 
to prevent ruinous rate wars. 

Mr. Petuy. If we did have a rate war in the various trade routes 
where there are subsidized American lines, the actual cost of that war 
would come from the Federal Treasury; is that not correct ? 

Mr. Maroney. It would to this extent. Let us take one company. 
If the company was in a recapture position at the time, then the cost 
of that rate war would come from the Federal Treasury in the sense 
that the recapturable amount would be absorbed by subsequent losses, 
but beyond that it would not come from the Treasury because the 
subsidy would be measured on operating costs and would have no 
relationship to revenue. 

If the rate war cut the revenue, the subsidy would remain static, 
would remain fixed, or relatively so. 

Mr. Petry. Well, actually under the rate war that affected sub- 
sidized lines, a substantial cost would result to the Federal Treasury ? 

Mr. Maroney. Yes,sir. It could be substantial. 

Mr. Petty. And in addition, is it not true that if your conference 
were disbanded, service would suffer and the shippers themselves 
would eventually suffer ? 

Mr. Maroney. I think so, because without the conferences’ guaranty 
of stability of service and regularity of service, the steamship com- 
panies are going to dip in and dip out whenever they can take the 
cream and then when it is just not as good as it was, they will be else- 
where when the shipper needs the service. 

Mr. Petty. In any event, the nonconference tramp or foreign-flag 
vessel is going to be there in competition to American-flag lines and 
under the dual system competition exists just as it would exist if the 
dual system were eliminated. You are always going to have some 
competition. 

Mr. Maroney. You will always have some competition; yes, sir. 

Mr. Petiy. I think that the American people want some form of 
regulation, first of all, so that the public is protected, and, second, to 
preserve as much as possible the balance between competitive and non- 
competitive service. 

Mr. Mavoney. Certainly, sir. When competing lines are vying 
with each other to get the business, there are many elements in this 
ocean shipping service other than just the cost of the service. There 
are many elements of the service which mean a great deal to the ship- 
ping public. 

Mr. Petty. What is to prevent a conference from building up ex- 
orbitant rates? Is there any regulation under the Federal Maritime 
Board on that? 
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Mr. Maroney. The rates must be filed with the Board and the 
Board has authority to disapprove. 

Mr. Petty They decide whether it is reasonable or not, so that there 
is protection for the shippers and the American public ? 

Mr. Maroney. Under the act of 1916; yes, sir. 

Mr. Petty. Thank you. 

The Cuarrman. Mr. Glenn? 

Mr. GLENN. I have no questions. 

The Cuarrman. Mr. Curtin? 

Mr. Currin. About what percentage of the American steamship 
lines are members of these conferences ¢ 

Mr. Matoney. I would say, sir, that it is in excess of 95 percent 
and very close to 100 percent. 

Mr. Curtin. Would you be in position to say what percentage of 
the foreign shipping companies are in member ship ? 

Mr. Maroney. I believe there, too, it is very high, because this in- 
dustry has learned over many years, and, as a matter of fact, the ship- 
ping industry in other countries learned before we did that some such 
setup was essential to their continued operation. 

Mr. Curtin. That is all, Mr. Chairman. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Mr. Maloney, going back to your comments on the 
Frankfurter dissent, is it not true that in the light of that dissent, 
while the case itself may not apply to other situations, there is a 
doubt created as to what the present law means which will either be 
settled by a clear declaration by Congress or which will involve con- 
tinued litigation as each point arises so that you will not know what 
the law is until each point has come up and been taken to the Su- 
preme Court? Is that not your problem / 

Mr. Maroney. That is definitely the problem that we face, sir. We 
do not want, under any circumstances, to await the ultimate determi- 
nation of all these questions by the Supreme Court. That would 

take some years as you can imagine. We want within the next 2 
years to come in before Congress and have a final determination as to 
what Congress, in the interests of the entire Nation, wants to do about 
this problem. 

Mr. Auten. There was a discussion, I think pursuant to Mr. Dorn’s 
questioning, of the provisions of conference agreements. Is it not 
true that the conference agreement does not get exemption from the 
antitrust laws unless the Federal Maritime Board approves its terms? 

Mr. Maroney. That is true, sir. 

Mr. Auten. Can you tell me whether a conference in any way dis- 
criminates in favor of its own members against any new carrier that 
comes into the field ? 

Mr. Maroney. No, sir. The new carrier that comes into the field 
is automatically eligible for membership in the conference. There is 
no freezing out. The Isbrandtsen people would be the first to tell 
you that they could go into the conference if they saw fit. 

Mr. Auten. Thank you. 

The Crairman. Thank you very much, sir. 

Mr. Maroney. Thank you, Mr. Chairman and members of the com- 
mittee. 

The Cuatrman. The next witness is Mr. S. M. McAshan, vice presi- 
dent, American Cotton Shippers Association. 

You may be seated, sir. 
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STATEMENT OF S. M. McASHAN, JR., VICE PRESIDENT, AMERICAN 
COTTON SHIPPERS ASSOCIATION, ACCOMPANIED BY JOHN C. 
WHITE, COUNSEL 


Mr. McAsuan. My name is S. M. McAshan, Jr., I am vice president 
of the American Cotton Shippers Association. 

The Cuarrman. Did you send a wire to the committee ? 

Mr. McAsnan. Yes, sir, we did. 

This is Mr. John C. White, counsel for the American Cotton Shippers 
Association. 

Our association is the national association composed of practically 
all of the American cotton merchants and exporters. For many years 
we have consistently supported the conference contract system since 
we are convinced that it is beneficial to the cotton farmer and to the 
cotton exporters in that it provides stable rates, dependable service, 
and generally eliminates the possibility of a few large exporters se- 
curing lower freight costs which would not be available to medium 
and small shippers. 

We have met with the conference committee of the steamship lines 
regularly, sometimes 2 or 3 times a year, to discuss what the rates 
would be in the different services and have found them very cooper- 
ative with our problems in their desire to provide us with fair rates. 

I mean by that that the cotton is generally sold from 3 to 6 months 
forward so that we have to be able to book our freight rates and our 
sailings ahead of time when we make our contracts and commitments 
with the European and oriental spinner. ‘They are willing to sit 
down with us and tell us that they will furnish certain services and 
certain rates for as much as 12 months ahead. 

I believe there is a 60-day clause in these contracts but whenever 
there are changes necessary they sit down and discuss that with our 
ocean freight committee and, for example, back during Suez, I be- 
lieve it was in January of 1957, they asked us for a conference and 
asked us to raise the rates and obv iously the rates that we were pay- 
ing were on the low side and our committee agreed to an increase in 

rates but the steamship companies protected the open sales that were 
on the books at the time so that none of us lost by the change in freight 
rates on contracts we already had. 

Likewise, here recently they reduced the rates a couple of months 
ago but the reverse was ‘the ease. They made the reduction effective 
immedi: itely so that again we did not suffer from our position that 
we had. 

The stability and regular scheduled sailings are the most important 
things to our members but, at the same time, we have to be sure that 
we have a reasonable level of rates in line with what competitive 
foreign growers of cotton are receiving, and I can assure you that our 
committee and the members of the steamship conferences have sat 
down and worked that out. 

We have before us what the schedules are from Brazil and Mexico 
and other countries and nowhere our cotton stands in competition 
with foreign growths and they see to it that we get fair rates in the 
services that they provide for us. 

I would like to read very briefly some of the resolutions passed by 
our recent annual conventions of the American Cotton Shippers As- 
sociation. 
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For example, in our convention held on April 25 this year: 


During the past year there has been a very confused condition in the ocean 
freight market. Charter rates have been very low and, this has resulted in the 
necessity of your committee asking the steamship lines to reduce the existing 
ocean freight rates and we are pleased to say that material reductions have 
been secured. 

On several occasions our association has endorsed the conference contract 
rate system and we recommend that we reiterate our belief that the system is 
of great value to the cotton industry as a whole. It is our responsibility to see 
that United States cotton can be exported at an ocean freight rate that is rea- 
sonable in comparison to rates paid by the competitive growths and to rates 
paid by other commodities. At the same time, the agreed rates must be equitable 
to the ocean carrier. 


That resolution was passed without any opposition whatsoever. 
There is no use in reading the others but we have had very similar ones 
for the last 4 or 5 years at our annual conventions. 

May I give these to the secretary ? 

The CHarrMan. They may be submitted. 

(The document referred to follows :) 


REPORT OF THE COMMITTEE ON OCEAN FREIGHT PRESENTED AT THE 34TH ANNUAL 
CONVENTION OF THE AMERICAN COTTON SHIPPERS ASSOCIATION, MEMPHIS, 
TENN., APRIL 25-26, 1958. 


GENTLEMEN : During the past year there has been a very confused condition in 
the ocean-freight market. Charter rates have been very low, and this has re- 
sulted in the necessity of your committee asking the steamship lines to reduce 
the existing ocean-freight rates, and we are pleased to say that material reduc- 
tions have been secured. 

On several occasions our association has endorsed the conference contract rate 
system, and we recommend that we reiterate our belief that the system is of 
great value to the cotton industry asa whole. It is our responsibility to see that 
United States cotton can be exported at an ocean-freight rate that is reasonable 
in comparison to rates paid by the competitive growths and to rates paid by 
other commodities. At the same time, the agreed rates must be equitable to the 
ocean carrier. 

RATES TO EUROPE 


At a meeting of our committee with the steamship representatives held in 
New Orleans, January 24, 1958, the steamship companies agreed to our request 
for a reduction of 25 points in the rate to the various European ports. The new 
rates were made effective at once and extended through December 31, 1958. 
Yesterday, April 24, we had another meeting, at which time it was agreed that 
the present rates would be extended through July 31, 1959. Realizing that very 
uncertain conditions exist throughout the world, it was definitely confirmed that 
the present rates are subject to review at any time on the request of any party 
to the agreements. 

FAR EAST RATES 


At the meeting in New Orleans on January 24, 1958, we were unfortunate in 
not having the Gulf-Far Bast Conference officially represented. After the 
steamship lines agreed to make a reduction in the rates to Europe, we immedi- 
ately asked the Far East Conference for a 25-cent reduction in the rates from 
the gulf to the Far East, but we were never able to get them to act. We are glad 
to be able to report that in our meeting with them yesterday, April 24, they 
agreed to reduce the rates 25 points from the gulf to all Far East destinations. 
These reductions are to be made effective today, April 25, 1958, and are effective 
through July 31, 1959. A similar reduction will be the ts from Pacific ports to 
the Far East, effective April 25. 

We recommend that the American Cotton Shippers Association go on record as 
opposing the unilateral action of the Pacific Coast-European Conference in in- 
terpreting the shippers’ rate agreement to include f. o. b. and f. a. s. shipments. 
Notice of this opposition should be transmitted to the Pacific Coast-EBuropean 
Conference and the Federal Maritime Board. 
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The negotiations of this committee with the steamship lines successfully in- 
cluded discussion of rates from the west coast to the Far Bast. We recommend 
this practice be continued in the future by the American Cotton Shippers Asso- 
ciation ocean-freight committee and be broadened to include rates and practices 
of the Pacific Coast-European Conference. 

There was some discussion of the rates from South Atlantic ports to Europe, 
but the committee did not have sufficient information to act. We recommend 
that the incoming administration give this subject due study. 

We recommend that the association endorse the present system under which 
the steamship companies pay a fixed rate to the forwarding agents. We do not 
have sufficient information to approve or oppose the pending legislation in Wash- 
ington, but we do consider it to be absolutely necessary that the freight brokers 
continue to be paid a brokerage by the steamship companies. 

Our steamship friends are complaining about the condition of the American 
bale, and state that on account of its poor condition they are having to pa) 
many claims which should be avoided. 

Our committee wishes to express its gratitude for the efforts of Mr. H. J. 
Blydenstein B. J., Zn, of Enschede, Holland, for his most valuable assistance in 
our negotiations with the steamship representatives. He has attended both 
meetings of our committee during the year asa representative of the Internationa! 
Federation of Master Cotton Spinners, and the spinners of Holland, Belgium, and 
Germany, and his advice and cooperation has been of very great value. 

Respectfully submitted. 

J. M. Locke, chairman; S. M. McAshan, Jr., T. M. Perkins, R. M. 
Dixon, David Maybank, Caffey Robertson, Hubert F. Fisher, Jr., 
Kurt Muller, Rudi Scheidt, J. E. Gould, A. Owen. 


Mr. McAswan. Thank you. Just here yesterday the chairman of 
the American Cotton Shippers ocean-freight committee has sent out 
a letter to all of our members. I would like to read one sentence from 
it. 

Your ocean-freight committee recommends that all members continue book- 
ing all freight with conference lines as they have been doing, and give the 
conference lines a chance to work out any necessary alterations, if any are 
necessary, to comply with the Supreme Court decision. 

The conference lines have offered to meet with your ocean-freight committee, 
which meeting certainly will take place with full discussion of the problem 
before anything is done to upset the present system. 

We urge your support of H. R. 12751. 

The Cuarrman. You met right after the Supreme Court handed 
down this decision ? 

Mr. McAsuan. Our meeting was the weekend before. We did not 
know about it. 

The Cuatrman. Did you read something there about that ? 

Mr. McAsnan. This letter was sent out yesterday. Mr. White 
asked me to point out the A of American cotton being handled 
in the export trade. It was 714 million bales, or nearly 2 million tons 
of freight, the year before last, and in the year we are in now it will 
be about 514 billion bales, or about a million and a half tons of 
freight. 

The Cuatrman. How much of it went in nonconference bottoms? 

Mr. McAsnan. I could not answer that, sir, but I would say less 
than 1 percent. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Mr. McAshan, does your organization have any con- 
nection with any carrier or ownership in any carriers? 

Mr. McAsuan. The American Cotton Association does not. 

Mr. Auten. You represent purely the viewpoint of a shipper using 
the carriers? 

Mr. McAsnan. Yes, sir. 
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Mr. Auten. Did you have any experience, that you know about, 
shipping before conference conditions existed ? 

Mr. McAsuan. That was before my time, when much of it was 
done back in the thirties, and I was a country cotton buyer, and I 
am afraid I had better not try to answer that. 

Mr. Auien. As I understand it, the interstate commerce law pro- 
vides that the railroads must publish their tariff rates and, thereafter, 
it is illegal to charge any shipper, large or small, any rate except the 
published rate, so that a small shipper gets the same treatment as a 
Jarge shipper and vice versa. Is that true; do you know ? 

Mr. McAsuan. Did you say railroads, or steamship lines? 

Mr. Auten. Railroads. 

Mr. McAsuan. Yes, sir; that is correct. 

Mr. Auten. Now, in effec t, does the ¢ ne system agree on and 
publish tariff rates that does the same t hing for the large and small 
ocean shippers ? 

Mr. McAsuan. Yes,sir. That iscorrect. It does. 

Mr. Auten. And it is, in a way, an international agreement, but 
must be approved by our "regulatory board before it is legal to operate 
in this country ? 

Mr. McAsuan. I do not know about that. 

Mr. Atten. Thank you, Mr. Chairman. 

The Cuatrman. Did I gather from you that a shipper of cotton 
from the interior to a port would know in advance just what the rail 

rate is and would know in advance just what the ocean rate would be? 

Mr. McAsuwan. Yes, sir. He has to offer his cotton c. i. f. Euro- 
pean ports. 

The Cuatrman. Those rates are published and are available to all 
shippers alike ? 

Mr. McAsuan. Yes,sir. That is correct. 

The Cuamman. What brought about the situation where you 
asked for a reduction in your rate just recently, about which you 

oke ? 
ie. McAsnan. Well, generally speaking, the shippers heard that 
charter rates were down, they heard that Isbrandtsen and one other 
steamship company, a foreign- flag line—I do not remember who it 
was—was offering special rates for large quantities for substantial 
shipment of several thousand bales at a time at 15 percent under the 
conference rates. That was the reason for our discussion. 

The CHatrmMan. That was just a special offer by these nonconfer- 
ence people? 

Mr. McAsuan. Yes, sir. 

The CuatrMan. It was not an offer to extend over a long period 
of time? 

Mr. McAsnan. No, sir. It was for sizable lots and was not every 
15 days, the first half and end of the month sailing at all. It was 
special berthings. 

The CHatrman. Could you get any assurance from the nonconfer- 
ence operator that that rate would hold and would be a published rate ? 

Mr. McAsnwan. Only for one shipment at a time. 

The Cuarrman. Yes, sir. 

Mr. Van Pelt? 

Mr. Van Perr. I have no questions. 

The Cuarrmman. Mr. Ray? 
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Mr. Ray. 1 have no questions. 

The CuHatrman. Mr. Mailliard ? 

Mr. Marrirarp. I have no questions. 

The Cuatrman. Mr. Pelly? 

Mr. Petuy. I have one question. 

Could you give me an idea of how much percentage saving there is 
for shipping cotton under the dual system with the preference given 
under contract? In other words, you just mentioned 15 percent. 

Mr. McAsuan. We figure that it is worth something to us to have 
the regularity of scheduled sailings and the ability to book our freight 
in advance. I do not know whether we pay 10 percent more than we 
could get if we went out and tried to get together and charter a boat. 
I do not know what that would be. 

Mr. Petiy. I did not make myself clear. I meant to ask how much 
cheaper the lower rates under exclusive contract was than the regu- 
lar published tariff. 

Mr. McAsuan. I believe that difference is 15 percent. 

Mr. Perry. Thank you. That is all. 

The CHatrmMan. Mr. Glenn ? 

Mr. Guenn. I have no questions. 

The CHarrman. Mr. Curtin? 

Mr. Curtin. Mr. McAshan, is all of your cotton presently exported 
on conference lines? 

Mr. McAsnan. All except shipment by two shippers. Two of our 
members are not members of the conference lines that I know of. 

Mr. Grenn. Do they take advantage of this reduced rate that was 
specially offered ? 

Mr. McAsnan. Sometimes they do. Sometimes they ship with the 
conference lines, too. 

Mr. Guenn. That is all, Mr. Chairman. 

The Cuarrman. Do you have any further statements? 

Mr. McAsnan. No, sir. 

The CuatrmMan. Thank you. 

Mr. McAsnan. Thank you, sir. 

(John C. White, letter, June 4, 1958, re testimony follows:) 

AMERICAN COTTON SHIPPERS ASSOCIATION, 
Washington, D.C., June 4, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
Washington, D.C. 

DEAR Mr. CHAIRMAN: After the testimony of Mr. S. M. McAshan, Jr., vice 
president of the American Cotton Shippers Association, that the association was 
virtually unanimous in its approval of the conference dual rate system and 
favored enactment of H. R. 12751, I was informed that a witness for the Isbrandt- 
sen Line asserted that Mr. McAshan was speaking for Anderson, Clayton & Co. 
of which he is vice president, and which owns some interest in some States 
Marine vessels. 

While it is obvious from the committee reports offered for the record that the 
position stated represents the views of the association, I wish to confirm this 
expressly for the record. The reports endorsing the contract rate system have 
been approved in annual conventions over the years without dissenting vote. 
The question whether testimony should be presented favoring an amendment 
permitting its continuance was passed upon by the ocean freight committee of 
the association, and the president’s special advisory committee, of which five 
immediate past presidents of the association are members, advised that it was 
the responsibility of the officers of the association to see that position was pre- 
sented. It was only because the president, Mr. Adolph Weil, Jr., was in Europe 
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that it became the duty of Vice President McAshan to testify before your com- 
mittee. 

The record will show that he testified only for the American Cotton Shippers 
Association. The American Cotton Shippers Association represents only cotton 
shippers and it, as he stated, has no interests in shipping lines—except as shippers. 
It is apparent that a large exporter such as Anderson, Clayton & Co., is able 
because of its volume of shipments to protect itself whether or not the contract 
rate system is permitted, but the association position is dicated by the interests 
of the many small- and medium-sized exporters who can only be hurt by an 
unstable and discriminatory ocean rate system. 

It is requested that this letter, together with the ocean freight committee 
reports, be made part of the printed record. 

Respectfully yours, 
JouN C. WHITE. 

The Cuamman. Mr. Donald F. Wierda, United States Lines Co. 

You may proceed, sir. 


STATEMENT OF DONALD F. WIERDA, GENERAL FREIGHT TRAFFIC 
MANAGER, UNITED STATES LINES CO. 


Mr. Wierpa. My name is Donald F. Wierda. I am the general 
freight traffic manager of the United States Lines Co., 1 Broadway, 
New York City. 

The United States Lines operates 55 cargo vessels and 2 passenger 
vessels on 7 trade routes declared essential by the Federal Maritime 
Board. All of these vessels are under the American flag, and we are 
subsidized on each of these trade routes. 

Thirty-two of our vessels operate between North Atlantic ports 
(from Maine to Virginia inclusive) and Germany, Belgium, Holland, 
France, the United ‘Kingdom, and the Atlantic coast of Spain. Six 
of our vessels operate bet ween ports from North Carolina south to 
Florida and the same areas in Europe and also occasionally serve 
Scandinavian ports. Nine vessels are 5 between the Atlantic 
coast of the United States and the Far East and eight vessels operate 
between the Atlantic and gulf pent of the United States and Aus- 
tralia and New Zealand. 

In all of the trades in which we operate, the United States Lines 
is a member of the conference, if one exists, and in many of these 
conferences a dual rate contract system has been in existence for many 
years. This system has proved to be a satisfactory and effective 
method of meeting the needs of both the steamship operators and the 
shipping public. "The steamship companies have some knowledge that 
the shipping public will support their services and some assurance 
that investment of tens of millions of dollars for new ships and the 
maintenance of a service will prove to be a profitable business venture. 

Shippers and importers in the United States need to know that they 
will have shipping services when they need them and what their costs 
are going to be for tl iat ser vice. 

An example would be that a shipper today would be negotiating 
to sell some product in, say, Europe, in August of this year. This is 
the first of June. He must be assured that he will have a ship avail- 
able and what the cost will be in order that he can put in his bid for 
that business. 

He must also be assured that his competitors will pay the same cost. 

Naturally, this person negotiating to sell cargo abroad wants to be 
certain that his competitors will also be faced with the same steamship 
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costs as he himself will be. No shipper or importer can plan his busi- 
ness on a long-range basis if his shipping costs fluctuate violently from 
day to day, but these fluctuations are exactly what will happen as a 
result of this Supreme Court decision, in our opinion. The contract 
system has achieved this much-needed stability in the rates charged 
for freight services in all the areas to which we operate. Conferences 
arein close touch with the problems of shippers and importers and 
freight rates are established to enable both the shipper and the steam- 
ship company to make a fair return on their capital invested. 

I think an excellent example of that was given by the previous 
witness. 

It should be emphasized at this point that neither the conference 
system nor the contract system operates to the detriment of an 
American shipper or importer. Rates are established on a reasonable 
level to enable the shipper to do business, for if the shipper cannot sell 
his goods, the shipping company cannot operate its vessels. 

Rates alone, however, are not the orly stability required by an 
American exporter or importer. He must be assured that the product 
he buys or sells will be shipped quickly, efficiently and responsibly by 
a company he can respect and trust. Fast and frequent service is 
essential and the assurance of support received by the steamship 
company makes this possible. 

The present decision of the Supreme Court which has nullified a 
practice engaged in by many conferences all over the world will have 
a profound and adverse effect on the United States Lines and, we 
feel, on the American merchant marine as a whole. There is little 
use in lines agreeing on the terms and conditions of competition among 
themselves under a conference agreement if they are to be without 
any defense whatsoever against numerous nonconference cutrate 
lines operating in that same trade without any obligation to each 
other or to the shipping public. 

This decision has stripped the conferences of the only means they 
have to protect themselves against the predatory and irresponsible 
actions of nonconference operators. If this should be permitted to 
continue we anticipate the complete breakdown of the conference sys- 
tem which has proved an effective means of regulating competition in 
this important international industry. 

The inevitable result will be a wild scramble on the part of the 
steamship operators of all flags to protect their position in the trade 
with the return of vicious rate-cutting and other destructive practices. 
This can only have a very serious effect on American steamship opera- 
tors and the tens of thousands of people in the United States whose 
livelihood comes from our industry. 

We feel that conferences and contract systems or some other devices 
along the same lines are essential to regularize the competition among 
the lines, both American flag and foreign flag, and to prevent so far 
as possible indiscriminate rate-cutting practices. 

In certain of our own trades where the dual-rate system is in effect 
today, we have found that the number of nonconference operators 
has increased in spite of the dual-rate contract system and we do not 
believe that it can be said that the dual-rate system in every instance 
is designed to stifle or eliminate nonconference competition. In fact, 
some conferences are taking the position that their dual-rate contract 
systems are legal. Nevertheless, the present Supreme Court deci- 





TO AMEND SHIPPING ACT, 1916 21 


sion has created great confusion in the minds of shippers and im- 
porters not only in the United States but in other parts of the world 
as well. This decision may dictate a radical change in the method 
by which they have been doing business over several decades and they 
are very concerned. 

We have received numerous letters and innumerable telephone calls 
from both shippers and importers as well as from our customers 
abroad who are confused with this present state of affairs. These 
people are anxious to plan their future business with the full knowl- 
edge of the freight rates to be charged to them as well as to their 
competitors and to clarify that situation we urgently request favor- 
able consideration of this proposed bill. 

In conclusion, the United States Lines is firmly convinced that the 
conference system and the dual-rate system are beneficial to the ship- 
per, importer, operator, the American merchant marine and the for- 
eign commerce of the United States. 

We also believe that the Supreme Court decision has placed the 
conference system in serious jeopardy and that this bill should be 
passed immediately to alleviate further confusion and to prevent fur- 
ther serious deterioration of our shipping relations. This will also 
enable Congress to work out permanent legislation on this important 
matter. 

The CHarrman. Mr. Wierda, on the first page, where you say— 

In all of the trades in which we operate, the United States Lines is a mem- 
ber of the conference, if one exists, and in many of these conferences a dual- 
rate contract system has been in existence for many years. 
you evidently mean that there are conferences that do not practice 
the dual-rate system ? 

Mr. Wierpa. There are some conferences of which we are a mem- 
ber which do not have any contract system at all at the present time. 

The CHarrmMan. How, then, do you predict the rates in that con- 
ference where you do not have the system ? 

Mr. Wrerpa. We have simply one rate in that conference which is 
applicable to all shippers because there is no lower rate in return for 
a contract. 

The Cuarrman. Are those rates published for any length of time? 

Mr. Wierpa. Yes,sir. Various conferences differ as to the rules and 
regulations in each of the trades but normally a minimum of 2 to 3 
months is guaranteed for that rate before any increase. In other 
words, in most of the conferences in which we are a member our rates 
are valid as of June 3, today, through the end of August. That is a 
guaranty against any increase in the rates. If it is necessary to 
decrease any rate those decreases are made effective immediately. 

The Cuatrman. If I may ask, will you point out the conference 
and the rate of the conference that does not have the dual-rate con- 
tract system ? 

Mr. Wrerpa. The Continental North Atlantic Westbound Freight 
Conference from Europe. The Antwerp Hamburg Range area in 
Europe to the North Atlantic ports of the United States. 

A contract system has been discussed and is prepared but has not 
been placed before the Federal Maritime Board for approval pending 
the outcome of the litigation which has taken place over the last several 
years. 
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The Cuarrman. You mean that at the time of this decision there 
was in discussion establishment of a dual-rate system in that 
conference ? 

Mr. Wrerpa. Yes, sir. 

The CuHamman. What has been the experience in the conference 
without the dual-rate system ? 

Mr. Wierpa. Well, all of the rates in a noncontract area are fixed 
by the conferences in exactly the same manner as in a contract area 
but our experience on this homebound trade has been such that we 
have been wanting very badly to put a contract system into effect, but 
the conference has withheld action in putting that contract system 
before the Federal Maritime Board pending the outcome of this 
entire litigation. 

We would much prefer to have a contract system in that trade and 
if it were possible to get one we would certainly do it. 

The Cuamman. How long could we say has the subject of a dual- 
‘ate contract system been in discussion prior to this matter coming 
to the court / 

Mr. Wierpa. Well, the same trade outbound from the United States 
has the dual-rate sy stem and has been a subject of litigation as well 
over many years. I do not recall the exact date when that litigation 
was started. 

The Cuatnman. What do you mean by many years? 

Mr. Wierpa. Well, I believe as early as before 1950, but I would 
prefer to check that date. 

The CHairmMan. You mean that your dual-rate system to the Con- 
tinent has been in litigation since 1950? 

Mr. Wierpa. Well, it has been a subject of litigation and discus- 
sion and Federal Maritime Board hearings, and so on, since at least 
that date, and it was finally placed into effect about 2 years ago 
after full Federal Maritime Board approval. 

The Cuatrman. When they placed the outbound one into effect, 
why did it not include the inbound ¢ 

Mr. Wrerpa. There are different members outbound and inbound. 
It was decided by those who are members of both conferences that it 
was better to withhold action on the inbound because it took so long 
to get the inbound one in and we felt that with the decision we would 
know where we stood. 

The Cuarrman. Have the inbound rates fluctuated up and down 
from time to time? 

Mr. Wierpa. We have had to use many devices in order to meet 
the nonconference competition. 

The CuatrmMan. Isthat from one sailing to another ? 

Mr. Wrierpa. Not so violently as that, sir. 

The CHatrmMan. From one month to another? 

Mr. Wierpa. Yes, sir. 

The CHarrMan. So that the shipper could not anticipate what the 
cost of the freight would be on inbound cargo? 

Mr. Wrerpa. He would be able to discover or find out what the 
maximum rate would be but there may be violent fluctuations dur- 
ing that period when he is planning his shipment where the rate 
would go down. 

The Cuarrman. What caused the fluctuation / 
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Mr. Wierpa. This is caused by a large number of nonconference 
operators getting on the berth all at the same time and attempting to 
book cargo at much lower rates. 

The Cuarrman. Are they some operators that moved in from an- 
other area ? 

Mr. Wierpa. Yes; some of them. Others have just sprung up. 

The Cuarrman. They would be what you call tiy-by-nights ? 

Mr. Wierpa. Yes, sir. We have that same case today in our North 
Atlantic trade with several nonconference lines. 

The Cuarrman. Who are they? 

Mr. Wrerpa. One is called the Nautica Line. Another is the 
Mamenic Lines of Nicaraguan origin. Wallenius is one, a Scandi- 
navian line. We have had exper ience especially with Nautica before. 
He starts up in a period of depression in the steamship industry where 
charter rates are very low. He has no investment w hatsoever in the 
business. He goes out and charters a ship for 2 months, or 3 months, 
or 1 trip or something like that, at very low rates and then goes around 
to all of our supporters, all the people who have been shipping cargo 
and will take cargo at almost any rate. 

The Carman. Are there any American-flag operators that move 
in and out? 

Mr. Wierpa. No, sir; not American-flag operators. 

The CHarmman. There are none who move in and out of that? 

Mr. Wierpa. No, sir. We have had no experience with American- 
flag operators. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Mr. Chairman. 

I notice, Mr. Wierda, that on the last page you mention shippers, 
importers, operators. Do freight forwarders get any benefit out of 
this conference system? I have in mind Mr. Dorn’s question as to 
what a man who had one or two small shipments would get by way 
of rates. 

Mr. Wierpa. Well, the man with one small shipment would be told 
by the steamship company and, naturally, by his freight forwarder. 
He would need to employ someone to assist him in preparing this 
shipment for movement. He needs certain customs documents and so 
on, which are required, and as a necessity an expert freight forwarder, 
of course, is the best man to employ. 

If we get an inquiry from a man who says, “I have one package 
which I want to ship,” we always give him the two rates. You have 
a noncontract rate and a contract rate. We always suggest that he 
sign the contract to get the benefit of the lower rate even though it is 
only one shipment, and natur ally they take advantage of that. 

Mr. Auten. What would it cost to ship a ton or two to Europe on 
the freight rate? 

Mr. Wierpa. A ton or two of what? 

Mr. ALLEN. Some very high-class cargo. 

Mr. Wrerpa. Each commodity has its individual freight rate. 

Mr. Atiten. Take any one. 

Mr. Wierpa. It might cost $20 a ton, say. 

Mr. Auten. And the differential would be 10 percent ? 

Mr. Wrerpa. Approximately 10 = cent. 

Mr. AuLEN. So that it would be a $2 item for that man. 

Mr. Wrierpa. Yes, sir. That is right. 
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Mr. Aten. I was noticing the language of H. R. 12751 particularly 
with reference, in lines 6 and 7 7, I believe it is, where the application 
is made to— 
any dual rate contract arrangement in use by the members of a conference on 
the effective date of this amendment. 

Having in mind that the Supreme Court case may have done some- 
thing to at least one conference agreement, in your opinion is this 
bill intended to keep that particular agreement as well as all others 
in effect ? 

Mr. Wierpa. That would be my interpretation of it, sir, yes. Ac- 
tually you used the words “in use.” I believe that Japan-Atlantic 
contract system is not in use as such. There has been an injunction 
against the use of that system pending the outcome of this Supreme 
Court case so that the Japan-Atlantic, the way I read this, “in use” 
would not be subject to this law. 

Mr. Auten. One other question, Mr. Wierda. How do conferences 
discipline members who fail to abide by the conference rule or agree- 
ment ¢ 

Mr. Wierpa. Well, each conference, of course, has its method under 
the basic conference agreement as such. 

If there is any deviation from the conference agreement some con- 
ferences appoint a committee of the lines, say of three lines, to in- 
vestigate the complaint. The complaining member and the member 
complained against, of course, cannot be a member of that committee. 

Some conferences require that the steamship companies open their 
books to answer questions. All of their personnel whether on the 
pier or in the offices or on the ships, are required to answer questions 
and give full cooperation to this committee, and then the committee, 
after its investigation, hands down its decision which is acted upon 
by the conference as a whole. 

In many conferences to safeguard the position a bond is required 
on the part of each steamship company and, if proof has been given 
that they have violated the agreement, either the whole or part of 
that bond will be forfeited for the benefit of the conference as a whole. 

Mr. Auten. Cana shipper file a complaint ? 

Mr. Wierpa. Yes, sir. 

Mr. Auten. And would the same action follow on the complaint of 
a shipper as from another member of the conference ? 

Mr. Wierpa. Absolutely, sir, yes. 

Mr. Auten. Thank you. 

The Cuarrman. Mr. Boykin? 

Mr. Boykin. How do the people down on the gulf, such as the 
Alcoa, Lykes Bros., and Waterman Steamship Co. feel about this bill? 

Mr. Wierpa. I believe some of these people will testify but it is 
my understanding that they are 100 percent behind this bill, sir. 

‘Mr. Boykin. So am I. ‘Your statement was very good. I do not 
see how we can compete if we do not look out for our people. 

Do you think Mr. Bonner’s bill will take care of this situation ? 

Mr. Wierpa. Yes,sir. We believe that it will. 

Mr. Boyxrn. I am for it 1 million percent. 

Mr. Wierpa. I am delighted to hear it, sir. 
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Mr. Boyx1n. That is all, Mr. Chairman. 

The Cuarrman. Mr. Van Pelt ? 

Mr. Van Petr. I have no questions. 

The Cuarrman. Mr. Ray ? 

Mr. Ray. I have no questions. 

The CuHatrman. Mr. Mailliard, do you have any questions ? 

Mr. Mariuairp. I have no questions, Mr. Chairman. 

The CHatrman. Mr. Dorn? 

Mr. Dorn. I am still interested and I cannot seem to fully under- 
stand why it is a dual and not a one rate system. I wonder if you 
would explain it just a little bit. 

Mr. Wrerpa. Yes. 

The United States Lines, for example, is a company that is in busi- 
ness in certain trade routes and we fully intend to stay in business 
over a long period of time. We do outfit and invest millions of dol- 
lars in ships. We have an organization in the United States and an 
organization in Europe and the Far East. 

We rent or take over expensive piers. We invested a lot of money, 
in other words, to go into this business. 

Now, in the normal course of events, we must have some assurance 
before that investment is made that we are going to be successful. 

In the conference systems as a whole, we have found that the con- 
ference system is a means for the lines to discuss among themselves 
their problems and to regulate the methods by which they will com- 
pete with one another. 

The Nautica Line, as I mentioned earlier to the chairman is a line 
which has come in suddenly in a very low charter market such as to- 
day. They do not, in our opinion, have any intention of staying in 
this business. They have absolutely no investment in ships to our 
knowledge. They have no investment in organization or piers, et 
cetera, whereas we do have that investment. If we did not have a 
dual-rate contract system this Nautica Line could come in, willy-nilly, 
quoting any rates they might wish to quote, and take our supporters 
and solicit our supporters for their business, whereas in the next year 
perhaps, or 6 or 3 months from now, this Nautica Line may not even 
be there. So that, in order to insure and to protect ourselves against 
these fly-by-night operators, cutthroat operators, you might even term 
them, we feel that the dual-rate contract system which protects the 
shipper by our guaranty of service, our frequent sailings and our guar- 
anty of the rate for the period of time also in return protects the 
shipping company against these cutthroat operators who have no 
intention of ever staying in the business for an extended period. 

Mr. Dorn. Suppose that this line that you mentioned goes to get any 
number of customers to sail along the route. How do you check 
whether some of your customers who have the preferred rate have 
shipped with them ? 

Mr. Wierpa. Well, we have certain information which is available 
to all steamship companies and shippers. There are publications 
which come out. Naturally, our own offices in Europe or the Far 
Fast or Australia are alert to these things and we get information 
from every conceivable source. We do not, of course, catch them 
all. That is quite understandable. 
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We cannot be perfect in these things, but we do get information and 
continuous information as to what our contract shipper might be 
doing in that respect. 

Mr. Dorn. Who would be the ones who would send their goods with 
this 10-percent increase in rates ? 

Mr. Wrerpa. Usually shippers or importers who do not require such 
regular service as the conference lines give in return for a contract, 
people who might ship casually, who take adv antage, for instance, 
of a small change in the market. 

Let us take metal scrap of some kind. An alte ration in the American 
price of copper scrap, for example, will cause people on the other side 
to say, “We can make 2 cents a pound more over in the United States,” 
and they might make 3 or 4 casual shipments to take advantage of 
that differential. 

When that differential is straightened out again they are out of 
business and do not ship any more. 

Mr. Dorn. That is what I am getting at. There is no reason for 
them to pay 10 percent more. All they need to do is sign up with you 
folks? 

Mr. Wrierpa. That is correct ; yes, sir. 

Mr. Dorn. All that I can see here is that the casual shipper is dis- 
criminated against. 

Mr. Wierpa. Not in any way, sir. There is absolutely no discrimi- 
nation against a casual or regular shipper. The contract is available 
to all shippers, casual or otherwise. 

Mr. Dorn. You are just telling me that the casual shipper is not 
availing himself of the contract. It would be obvious that he does 
not know about it. 

Mr. Wierpa. No, sir. I was trying to give an answer to your ques- 
tion as to who would ship by these casual fly-by-nights, but we do have 
a lot of casual shippers, people who might ship only 2 or 3 times a 
year who are also contract signers, a person who may ship only once: 
sending a sample, for example, who has a piece of machinery and 
thinks it is pretty good and sends it to Germany to see if he can sell 
it. 

Mr. Dorn. Would it be easy or overly difficult to get a list, let us 

say, of the folks who paid the increased 10 percent in shipping in your 
line duri ing the past month ? 

Mr. Wrerpa. We have that available, yes, sir. We would have to 
dig it out but we could do that, sir. 

Mr. Dorn. Would it be an expensive operation to dig it out or would 
it be an operation that would not cost very much ? 

I would like to see a list of the casual shippers or the shippers who 
paid an increased 10 percent. 

Mr. Wrerpa. Well, sir, if we could confine it to, say, one trade in 
the last month we could do it. We sail 22 or 23 ships and would have 
to look through the manifests of all vessels. If we could confine it to 
one vessel, I would be glad to have it done. 

Mr. Dorn. I would appreciate it if it would be easy and inexpensive 
to do. 

Mr. Wrerpa. I would be glad to do it. 
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(The information referred to follows :) 
UNITED STATES LINES, 
New York, June 11, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Committee of Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

DEAR Sir: At recent hearings conducted by your committee into the interim 
legislation on the dual rate contract system I was requested by Representative 
Dorn of New York to furnish additional information as to the number of ship- 
ments effected on our vessels and rated on the noncontract basis. 

We have checked the manifests of all nine vessels sailing on our service to the 
east coast of the United Kingdom and to France (trade routes No. 5 and No. 9) 
for the month of May 1958. We feel this would be representative of our experi- 
ence over approximately 100 sailings which we would effect on these services 
during the entire year. Our investigation reveals that 2.7 percent of the com- 
mercial bills of lading issued on these vessels were rated at the noncontract rate. 

In addition our rate clerks who compute the freight charges on each individual 
bill of lading are under instructions to rubber stamp each bill of lading rated 
on the noncontract basis drawing the attention of the shipper and receiver that 
lower rates are available if a contract is signed. This rubber stamp reads: 

“This bill of lading has been rated at noncontract rates because the conference 
has no record that you have signed a freighting agreement. Contract rates effect- 
ing material saving can be secured by signing a contract immediately with the 
conference. 

“Apply to C. R. Andrews, Conference Chairman, 80 Broad Street, New York 4, 
N. Y. for forms.” 


I trust that the information contained herein meets the requirements of your 
committee, but we should be pleased to be of further assistance if possible. 
Respectfully, 


D. F. WIERDA, 
General freight traffic manager. 

Mr. Petty. Are you bothered by foreign-flag members of the con- 
ferences having secret rebates ? 

Mr. Wrerpa. We hear rumors and people contend that all sorts of 
things are going on, but we have been unable to find any definite 
evidence of all these alleged rebates, and so on. 

Mr. Petty. You mentioned that in certain conferences of which you 
are a member, the dual system is not presently practiced. : 

Mr. Wierpa. Yes, sir. 

Mr. Petty. What actually has been the net effect where there was 
no dual system in those particular conferences ¢ 

Mr. Wierpa. In certain of the trades in which we operate the amount 
of competition is not very great so that it would not be a fair example. 

The one major trade in which we do operate is the Antwerp-Ham- 
burg range in Europe homebound to the North Atlantic ports of the 
United States. In that trade today are a very large enelie of lines, 
I think about 22 lines. 

We finally get to the point where we have more than a sailing a day 
sometimes to that area homebound and there are a very large number 
of nonconference cut-rate operators in that trade homebound. 

As a result, because we do not have the defense of this dual-rate 
system and it was decided as a matter of policy by the conference not 
to attempt to put it in while all this discussion and litigation was going 
on here at that time, the conference has had to adopt all sorts of sys- 
tems in an attempt to protect itself, but in none of those systems has 
it been of benefit ratewise. In every single one of them it is an 
attempt to meet this nonconference cut-rate operation by special 
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committees and by lowering of the rate, meeting the terms and 
conditions. 

You have to stay in the trade and, in order to get the cargo you have 
to sometimes meet even the most ridiculous offers of these noncon- 
ference operators. 

Mr. Petry. In other words, where you do not have the dual-rate 
system you have more or less chaos and a nonprofitable operation. 

Mr. Wierpa. Yes, sir. That is basically true. 

Mr. Petry. If you have that situation universally or both to and 
from that particular situation you would soon cut down the number 
of sailings and have either the conference break up or the shipper 
himself would suffer. 

Mr. Wrerpa. That is correct. There is no question of that, sir, in 
my mind. 

Mr. Pewiy. That isall, Mr. Chairman. 

The Cuarrman. Mr. Glenn? 

Mr. Gienn. I have no questions. 

The Cuatrman. Mr. Curtin? 

Mr. Curtin. Do your contracts for confirmation rates with ship- 
pers provide that they send all their material on your lines? 

Mr. Wierpa. Yes, sir, on the conference lines. 

Mr. Curtin. Assuming that you found out that some shipper is 
sending a part of his merchandise with a nonconference line, what 
do you do then? 

Mr. Wrerpa. Well, each conference differs a little bit. 

We are members of several conferences. Each conference differs 
a little bit in its method of handling this matter but the normal 
method is for the conference chairman to write to the shipper in ques- 
tion and say that “It has come to our attention that a shipment of 
marbles went forward on a nonconference vessel and we have on file 
a contract signed by you and would appreciate your advice as to 
whether this shipment did take place, because it would appear to be 
in violation of the contract.” 

If the shipper comes back and says, “Yes, I did make that ship- 
ment,” many times he might say, “There was a new clerk in the office 
and he made a mistake. He did not mean to do it and we a you 
will forgive it,” or he will come out, though rarely, and say, “ I don’t 
want any further contract shipments with you”; but that very seldom 
happens. 

Normally, the situation is that he was put in a position by either an 
error or something of that kind, and as a result the conference, of 
course, says, “Please don’t do it again,” and everything continues as 
it was before. 

Mr. Curtin. Let us assume he says, “I do not want any more con- 
tract shipments.” Is there then a money penalty that you assess 
against him or do you refuse to carry his material on any of your 
lines ? 

Mr. Wierpa. We just notify all the steamship operators who are 
members of that conference that this contract is no longer in existence 
and therefore any shipments by this particular shipper in the future 
will take the noncontract rate. 

Mr. Courtrn. Let us assume here that one of these nonconference 
lines is undercutting you by 10 or 15 percent. Do you do anything 
about that? Do you go to that steamship line and say, “Try to come 
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up to our rate,” or do you reduce your rate to try to meet it? Just 
what do you do in those circumstances ? 

Mr. Wrerpa. Well, we naturally try everything that we possibly 
can to ret ain that business. It may be that the nonconference op- 
erator’s ship is out of position and it may be that he goes to the wrong 
side of the river in New York, for example. He might have an addi- 
tional trucking cost to get his cargo where he wants it because the 
shipper is in the wrong part of the city or in the port. We naturally 
discuss it with the shipper and with the receiver. We try to get the 
receiver to stipulate and say that the United States Lines for that 
movement in spite of the fact that the other person may want to ship 
it nonconference. We take every possible action we can take to re- 
tain that business. If it is necessary, in the long run, we may have to 
adjust the freight rate on that commodity in order to keep the business. 

Mr. Curtin. Do members of your conference try to put any pres- 
sure on that nonconference steamship line ? 

Mr. Wierpa. There is no way we can really put any pressure on 
him. He isa free agent. He can do anything he wants. He can come 
in and out. I do not know of any way we could put pressure on him. 

The Cuamman. Thank you very much. 

Mr. Wierpa. Thank you, sir. 

The CuarrMan. The next witness is the Honorable John J. O’Con- 
nor, former Member of Congress, representing the Isbrandtsen Lines. 


STATEMENT OF HON. JOHN J. O'CONNOR, ISBRANDTSEN LINES, 
ACCOMPANIED BY RICHARD W. KURRUS 


Mr. O’Connor. Mr. Chairman and members of the committee, I 
not only represent the Isbrandtsen Lines but I happen to have lived 
with this subject for at least 12 years and incidentally I argued in 
the Supreme Court this case and with the Department of Justice and 
the Department of Agriculture was successful in having the decision 
rendered as it was. 

1 did not intend to appear before the committee at this stage of 
these hearings originally because I intend to produce some witnesses 
later on. There will be a number of witnesses here, I am quite sure, 
from what I hear, but 1 am glad I came here at this time to meet some 
of the confusion that has arisen already. 

It is apparent, especially from the questions asked by the distin- 
guished members of this committee, that they have been fed certain 
information and especially some blackguarding of Isbrandtsen, which 
is without foundation, Let us start out, gentlemen. 

The Cuarrman. I do not know as to whether I have heard any 
blackguarding here. 

Mr. O’Connor. About using foreign lines, and so forth, and rate 
cutting. 

Let us start out with the premise that Isbrandtsen is an American 
company owned and controlled entirely by American citizens, employ- 
ing American employees, most of whom are veterans of our World 
Wars. But let us see who is interested in this subject. 

The first attack on this dual rate system, which is an Old World 
device to rere: and is as nonindigenous to our country as any- 
thing could be, was made by the Department of Justice way back 
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in 1948, and since that date the Department of Justice and the De- 
partment of Agriculture have been in every proceeding attacking the 
use of this system, and practically all the farm organizations have 
testified against this system. 

At times, the Department of Commerce also opposed this system. 

Now, this opposition is not the imaginations of Isbrandtsen. It is 
the unanimous effort of the Government agencies. 

The Cuarrman. Let me interrupt you. I want to listen and I am 
sure that the other members do also. 

You say the Department of Agriculture. Was that on the 50-50 
bill ? 

Mr. O’Connor. No, the 50-50 bill has nothing to do with this. 

The CHarrman. That is the only time that I know that the De- 
partment of Agriculture has ever expressed any interest before this 
committee. 

Mr. O’Connor. You have never had this subject before your com- 
mittee before today. Anything I say now I say with due respect. 

What you are proposing to do now is a most extraordinary thing. 
You are proposing to legislate a moratorium against the effective 
date of a be ‘ision of our Supreme Court. 

The CuarrmMan. Well, they have made some curious decisions. 
I, as a layman, have read some of their decisions and they have been 
curious. 

Mr. O’Connor. I am surprised that that device, may I call 
was not suggested in connection with the education integration. 

The CuHarrmMan. You read the press about some of their decisions, 
I am Bure. 

Mr. O’Connor. I read them. I have been before the court several 
times. 

The CHarrMan. Let us go ahead. 

Mr. O’Connor. I say it is a most extraordinary thing and the rea- 
sons for it are entirely unjustified, because there is no surprise in this 
court holding, at all. ‘For 7 years at least these conferences which have 
been using the dual rate system have been advised that this day of 
rec ‘koning was coming, and all they have been doing is trying to post- 
pone that day. Inthe meantime, for years, they have prepared legis- 
lation to meet this day so that my talk about unexpected chaos or catas- 
trophe is just beside the question. 

There are 130 conferences operating in our 32 trade routes, Ameri- 
ean conferences, to which about 400 foreign lines belong and 40 
American lines, and in less than one half of those conferences this 
system is used. 

Now, they say if you cannot use the dual-rate system the conference 
system collapses. 

Of course, there is no foundation for that, and the confusion that 
is purposely built up through all these years in all the cases we have 
been in, has confused the conference system with the dual-rate system 
and they have no connection, because more than one-half of the confer- 
ences have been getting along handsomely without the dual-rate 
system. 

Furthermore, in less than 10 trades in and out of the United States 
is there an independent operator. These witnesses here have not 
been confronted with independent operators except the last witness 
for the United States Lines, and he has a number of independent op- 
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erators northbound from the North Atlantic to Europe. The Agri- 
culture Department itself brought the action against the further use 
of the systems in that trade and when the Board decided to per- 
mit the use of the system, the Agriculture Department and Jus- 
tice Department and Isbrandtsen appealed to the United States 
District Court of Appeals here in the District, and that case is still 
pending there, to abide the decision of this Supreme Court case which 
dealt with the situation in the Pacific, the Japan-Atlantic Conference. 
The 1916 act provided a conference system. Gentlemen, if you a 
proach this waits keeping separate the conference system from the 
dual-range system, which is just a practice adopted some years after 
the 1916 “act, you will see no need for this impetuous legislation to 
meet what is built up as a chaos. 

In the 1916 act there were practically no American operators, two 
in the Atlantic and one in the Pacific, and the foreign lines were 
mulcting and extorting from our United States shippers. 

Well, to attempt to save the situation, the Congress permitted these 
lines to get together and establish conferences to fix rates, not two 
rates, one rate, a uniform rate. That is what most of the conferences 
do. That is all they need for stability of rates, stability of services. 

At the same time, Congress ruled, outlawed and made a crime what 
had been the dual-rate system. It was then called the “deferred re- 
bate” system. 

Along in 1923, this conference in which the United States Lines 
is one of the principals came along and conceived a new device 
known as the exclusive patronage contract, noncontract system. They 
started out with one item, automobiles. The Maritime Board held 
that system illegal for a few years 

Then it developed and the M: aritime authorities got imbued with 
the idea that the dual-rate system was needed. 

Now, the attack has never been by anybody on the conference system 
as such or the uniform rate as such. It has always been on this de- 
vice or practice of the conferences, some of them, less than half of 
them, to use two rates and exclusive patronage contracts. “If you will 
agree to give us your exclusive patronage we will give you a lower 
rate.” 

If there is anything that has been denounced by our courts and held 
unjustified in these United States of open competition and free enter- 
prise, it has been the economic coercion of tying anybody up to ex- 
clusive patronage. Any time that has ever come before the courts, 
it has been knocked down because the economic coercion enters into 
it and the shipper is helpless. 

This court did not go as far as possibly some of us would like it to 
go. It did not have to go that far. Some years ago the conferences 
were bolder. Some of them are still brazen today. They admit the 
purpose of the dual-rate system is to eliminate entirely independent 
competition. 

Counsel for the Maritime Board made that statement before a 
statutory court of 3 judges in New York City, back in 1950 or 1951. 
The Chairman of the Board, as recently as 2 years ago, said in effect, 
“What is the use of talking. The purpose of the dual-rate system is 
to eliminate independent competition,” which, of course, is much worse 
than the Supreme Court was talking about, “curt: viling’ > competition. 

Now, I say there is not independent competition in more than four 
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trades anywhere in the world. The purpose of using the system where 
there is no independent competition is to deter any independent com- 
petition coming into that trade, to sew up every shipper as a contract 
signer. Why do they sign up if there is no independent? To get the 
lower rate. They are all signed up and no independent can possibly go 
into that trade. 

I am only talking about American independents. Isbrandtsen is a 
big American independent. It operates in several routes around the 
world; employs nothing but American-flag ships and, to dissipate 
this talk about use of foreign-flag ships, there is hardly an American 
operator who does not use foreign-flag ships at times. Even the 16 
subsidized lines often apply to the Board for permission to use foreign- 
flag ships. 

You have about 75 American steamship operators and you have 40 
belonging to conferences and of that 40 only 24 belong to conferences 
which use the dual-rate system. I do not know, offhand, any con- 
ference except this North Atlantic Outbound Conference and a con- 
ference out in the gulf with independent competition. That is how 
unimportant it 1s. 

You had a witness here from the cotton shippers, Mr. McAshan. 
I may be mistaken but I understand that he is also a vice president of 
Anderson-Clayton, one of the biggest cotton shippers in the world, 
probably the biggest, a 50 percent owner of States Marine. Some- 
body asked did he represent a steamship operator. Well, if he is a 
vice president of Anderson-Clayton, his company isa 50 percent owner 
of States Marine, probably the biggest steamship combination in the 
world today and about to become bigger and gobble up other com- 
panies. Strangely, that company has been an independent operator 
in at least the North Atlantic trade, and has testified as such, an 
independent in some of these proceedings, and recently in spite of the 
plea for the continuation of this system here within the year Anderson- 
Clayton was fined $150,000 for violating its exelusive patronage agree- 
ment with the Pacific Coast-European Conference, to which it be- 
longed, by reason of using an independent, and after the system was 
put into effect on cotton in the gulf for a long time Anderson-Clayton 
refused to sign up and join the system and agree to the system as did 
the other next biggest shipper down there. 

I would like to get the atmosphere clear before we go into this thing 
because, while it may be that a new look might be taken by this com- 
mittee at the whole setup of the conference system, that is not involved 
in this present proposed legislation. 

These people have been trying to hold the fort for all these years. 
In 1948 the Department of Justice went into court to have this system 
declared illegal. 

Shortly thereafter, Isbrandtsen brought a case in a statutory court 
in New York for the same purpose. 

Justice joined. Agriculture joined. From that time, although both 
the Departments and Isbrandtsen wanted this issue determined by the 
court, the conferences, and I may say, too, the Board just tossed us 
around back and forth to prevent the day of reckoning, and back in 
1951 in the case in New York, Judge Frank wrote an appendix to 
his decision. He decided against that conference in the case on a 
narrow ground which was affirmed 4 to 4 in the Supreme Court of 
the United States. 
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Judge Frank raised very serious questions about the validity of 
this system. 

Now, let me tell you something that will surprise you. People here 
are talking about the situation in which they find themselves. At 
least 3 years ago, three courts decided that none of the conferences 
now using the system have any right to use the system because they 
have never filed any requests for approval before the Board and never 
got any approval. The Court of Appeals in the District of Columbia 
so held and the Board and the conferences appealed to the Supreme 
Court and the Supreme Court did not upset that situation. So that 
every conference except possibly two, one in the North Atlantic and 
one in the Pacific, are presently using an illegal system, acknowl- 
edgedly illegal, because not approved and the Board has const: antly 
stated why they would not act under those decisions. 

There was 1 in the highest court in Oregon, 1 in the court in New 
York, and in spite of those 3 decisions the Board has said, 

Nobody has the right to use it but we won't do anything until we get the question 
of legality of the dual-rate system established. 

The Court of Appeals in the District unanimously held that the 
system was illegal. Isbrandtsen did not sit on that bench, Justice 
and Agriculture are in the case more prominently than Isbrandtsen 
and the Supreme Court of the United States has affirmed that de- 
cision. There is no surprise. There is nothing new. This day was 
coming. I have been waiting, of course. If the Board takes the 
position here that they want a moratorium, that is just opposite to 
the most recent position they have taken. 

The Board has consistently said, “We will not approve a system 
where there is competition.” So that would knock out any system 
that is used or proposed because, admittedly, its avowed to eliminate 
competition but in recent years, as I say, they are not quite so brazen. 
They say, “to meet competition.” When the ch: ampion_ prizefighter 
goes into the ring to meet his opponent, he does not go in there to waltz 
around with him. He goes in there to eliminate ‘him. That is the 
situation in this conference system. Every one of the 62 conferences 
which are now using the system has filed with the Board, under its 
General Order 76, a statement of the purposes for which they propose 
to continue to use the system. Every one of them admits that that 
system—and all the Board has to do is look at its files, and I have 
copies from the beginning of all such statements—that the purpose 
is to meet and eliminate competition; in other words, any American 
independent operator who won't join up with this foreign cartel 
and that is all it is. In no other form of transportation in the United 
States is such a thing as this exclusive patronage contract permitted. 

When they passed the Bulwinkle bill pertaining to railroads get- 
ting together and fixing rates, of course, Justice fought that and that 
was severely fought in Congress, and one President vetoed it and it is 
severely disputed now. When they passed that in recent years per- 
mitting railroads to get together and fix rates among themselves, 
they also reserved that each railroad could continue to fix its own 
rates, but did not give them any right to make an exclusive patron- 
age system with shippers. There has not been a word said about ship- 
pers. They suffer most. Forget Isbrandtsen. Forget the independ- 
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ent operator. Isbrandtsen happens to be the biggest independent 
operator in the world and an American independent operator. 

Why are there not more independent operators ? 

Just by reason of this old world cartel system. 

The latest book on this subject of dual rates is called “Interna- 
tional Shipping Cartels.” In England they are called shipping rings. 

There has never been a real justification for the use of these dual- 

‘ate systems as an added practice to the conference system. What Con- 
gress intended in 1916 was to permit a uniform system which is all they 
need. If they adopt uniform rates they have this stability they talk 
about. 

In all the cases it has been testified that the independents’ rates have 
been just as stable as the conference rates. Under the uniform rate 
system where they agree not to increase their rates over 3 or 6 months, 
the shipper knows what the rates are, but under the dual-rate system 
what they do is tie up the shippers so that the shipper cannot exercise 
his freedom of action in this country of ours and patronize an inde- 
pendent American line and get a lower rate if and when he sees fit, be- 
-ause he is pressured into signing up. 

All monopolies have protested, “We give a better service. We give 
a bigger service. We give reasonable, ‘durable, lasting prices on our 
products. We can serve better than these independents we are trying 
to put out of business.” 

W Vhy is that? 

All the courts have recognized that that alibi does not stand up 
in the test in this country as to monopolies. 

These conference systems, which are composed of 5 to 50 lines, all 
dominated by foreign lines, at least 10 to 1 on an average, and in 
many instances 20 to 1. Some conferences have no American lines. 
They can give more service, more sailings, and if the shipper needs 
more sailings than 1 every 2 weeks and some of them need a sailing 
every day and m: ny of them once a week, they have to go and tie up to 
the conference lines. If the independent does not serve all the ports 
that the 20 conference lines serve, which is often the case, and the 
shipper wants to go to a certain port, he has to sign up, 

If the ‘denen does not have refrigerated service or silk rooms 
like the Japanese lines, that shipper has to go to the conference lines. 

Now, to talk about rate wars and rate kickbacks: Rate kickbacks 
are going on all the time among the conference lines themselves who 
have no independent competition. The rate war in the Pacific, which 
started in 1953 in this trade which was involved in this Supreme Court 
“ase, Was among the conference lines themselves. 

The eight Japanese lines started cutting rates. Some of the 4 other 
foreign lines started it, and some of the 5 American lines started it. 
They were all in the conference. 

The Japanese Ministry found that they were cutting rates. They 
used the rate-war device to take care of their own people and also in an 
attempt to dispose of Isbrandtsen, the only independent in the trade. 

Whether this conference system, even with its uniform rate, takes 
advantage of the shipper is best demonstrated in that trade. For 
years and years shippers in that import: int trade from the Far East to 
the three coasts of the United States, Pacific, Gulf, and Atlantic, com- 
plained about the conference rates. They said, “You are way too 
high.” When this rate war came along Isbrandtsen, who was in- 
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dependent in that trade, was put out of the trade by reason of the 
rate war and lost millions of dollars. 

The conference, of course, went along and charged rates way below 
Isbrandtsen, They charged rates that were below their costs of steve- 
doring in California, and now they have gotten together to fix rates 
and they fix them, confirming everything the shipper: said. They fix 
them now at about 50 percent of what they were w.er the shippers 
originally complained about them. 

This conference system with the uniform rate ca: mulet Ameri- 
can shippers. They are the ones involved. Every foreign line could 
charge just one half the rate it is getting now. 

By reason of its conference membership, the 4 nerican subsidized 
lines are permitted to do something that entirely vivle‘es the spirit of 
our subsidy act. Our subsidy was supposed to meet the difference in 
cost of carrying cargo really of American lines with their high ceiling 
of cost due to wages princ ipally, and I say eveiy foreign line could 
carry at least one-half the price. What happens? They get to- 
gether in a conference. They sit around the table. They find out 
that the American ceiling of cost is, $40 a ton New York to Japan. 
They say, “All right. We will all get $40 a ton.” That is a 100 per- 
cent bonus to all the foreign lines, practically none of whom pay any 
income taxes in the United States and most of them do not pay any 
taxes in their home country because they do not operate in or out of 
their home countries. 

Rate wars? There isa history of rate wars and most of them were 
among conference members where there were no independents. They 
were fighting among themselves. 

In one of the most recent ones out of the Far East, Burma and so 
forth, to Europe, there is no independent in there. They fought 
among themselves so they wound up carrying freight free. 

There was a rate war between Japan and the Philippines and it is 
doubtful if anybody can point to any real rate war that. would be 
charged to an independent. 

The independent, as has been testified to by shippers, the few who 
ever dared to testify, is a deterrent against the conferences going over- 
board and soaking the exporter all the traffic will bear 

Mind you, all this surplus freight monies that goes to these foreign 
operators comes out of the pockets of American exporters, importers 
and, finally, the consumers. 

The rates they charge in some instances are outrageous. 

This cotton representative was here talking about the rate on cotton 
out of the gulf. It reminds me of another coercion that is effective. 
The difference bet ween the contract price, the lower rate and the higher 

rate, is often enough to prevent the shipper making a profit if he 
should be compelled to pay the higher rate, and that was testified to 
in this Japan-Atlantic case, the one before the Supreme Court. 

In the cotton trade the difference between the contract and the non- 
contract price for cotton out of the gulf to the Far East, where great 
quantities go, is $4 a ton. That is a difference which compels the 
shipper of cotton to sign up to deal with the conference lines ex- 
clusively. 

There is no independent line carrying cotton from anywhere around 
the world except possibly out of the gulf to the Mediterranean. 
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Isbrandtsen is not in that trade. The margin of profit at $4 a ton 
amounts to $1 a bale, and that dollar a bale is about the margin of 
profit testified to by several witnesses in one of the cases recently be- 
fore the Board. Of course, what can the shipper do? He has to sign 
up unless he pays the higher rate from stubbornness. Many shippers 
would like to say, “I won’t sign. I am entitled to patronize any line 
I want to. This isa free country and I wouldn’t sign this or that.” 

One of the great sobs thrown out for years is, “BE very shipper can 

sign up if he wants to.” That alibi has been knocked down as offensive 
to meager intelligence. 

The same argument used over the years and I hope it is abandoned 
now, because it died of double pneumonia from ridicule, is that every 
independent line can join the conference if he wants to. 

There are lots of groups that I refuse to join. 

There is one thing that I would like to straighten out in the minds 
of these members before they go further with this question. We have 
liner berth operators, like the 40 of our American companies which 
belong to conferences including all 16 subsidized lines and Isbrandtsen. 
We also have tramp oper: ators, so called. Of course as you gentlemen 
now know, the word “tramp” is not a derogatory term at all. They 
are bulk operators. Now, in tramp bulk carriers like metal scrap, 
there are no two rates. That is what the conferences carry as bulk 
cargo on an open rate. The tramp competition is often talked about 
by these conferences. These conference lines, most of them, are not 
in the tramp business, but the tramp or bulk carrier under the law is 
not even permitted to join the conference. The law says only common 
carriers. 

Gentlemen, the whole thing simmers down into a simple proposi- 
tion. You have common carriers. You are only dealing with com- 
mon carriers. You have common carriers obligated to take anybody’s 
cargo that is offered to it, charging two rates for identical transporta- 
tion service. That has never been disputed, not even by them. There 
is no difference in the service rendered to the exclusive patronage con- 
tract signer and the nonsigner. 

In the gulf the cotton shipper who would pay the $40 a ton to ship 
his cotton to Japan would have his cotton loaded on that ship and if 
somebody was foolish enough to be stubborn and not sign up, he would 
have to pay $44 a ton. His cotton is loaded on that ship right along- 
side of the $40 cotton, carried under the same conditions of loading, 
discharge, and so forth, and in one instance testified to down there, 
they had three different rates for carrying goods on the same ship. 
One of the fundamental principles of the Maritime Board and, of 
course, all transportation, is that you cannot charge two different 
rates for transportation under identical « see ta 

Hundreds of cases before the ICC have been so decided. 

The dual rates always come back with this old stock argument, 
“Well, this ocean foreign commerce is something different. You 
can’t regulate it.” 

I think the Department of Justice will tell you that they see no dif- 
ficulty in proceeding against monopolies or violations of our monopoly 
laws like the Clayton Act, which provides that it shall be unlawful for 
any of these combinations in the foreign commerce of the United 
States. This is no great difficulty. Over the years the dual rates have 
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built up this idea of “You can’t regulate rates between New York and 
England because they are two rates at different ends.” I have never 
succumbed to that obstacle at all, It has never been analyzed. And 
in any event, it is no answer to this particular situation. 

I could not possibly, within the limited time which I desire to take 
today, even answer the witnesses heard today. 

There was a hush-hush on these penalties. When a shipper vio- 
lates his exclusive patronage contract, he is fined from 50 percent 
of the freight he would have paid up to 200 percent of the freight 
he would have paid. 

As I say, Anderson-Clayton was just soaked with a fine of $150,000 
on the west coast, and I could name others tied up to that conference, 
who were fined. The members of that conference are practically all 
foreign lines, Pacific Coast-European Conference, whose chairman 
testified on the stand not so long ago under oath that the purpose of 
this system is to eliminate all independent competition. 

You are faced with the fundamental proposition, do you want to 
eliminate all independent competition, American competition? Just 
restrict your condemnation to that. 

As to the witness for the United States Lines talking about the out- 
bound conference to the continent having the system and the inbound 
conference not having the system, well, of course the decision that was 
decided in the New York statutory court and which stood after an 
appeal to the Supreme Court, held that the use of the system in both 
those trades was illegal. That was on a narrow ground, not the 
main legal ground, which came before the Supreme Court this time. 

The Homebound Conference from the continent broke up by reason 
of kickbacks and rate cutting among its own conference members. 

This talk about 16 subsidized lines being driven out of the trade 
has no weight. Of course, they could not be driven out of the trade. 
There is none of them operating out of the west coast that has any 
independent competition. 

Lykes, out of the gulf to the Mediterranean, to Europe, has inde- 
pendent competition, and two of those competitors are foreign lines, 
which used to belong to the conference and broke away. At that time, 
Lykes went in and cut all rates 50 percent in a rate war so that even 
the Board had to go to the court and get an injunction against the 
conference lines themselves cutting rates 50 percent. 

The differences in the spread, or differential between contract. and 
noncontract rates, the lowest is about 10 or 914 percent in the current 
case. The spread goes up to the percentage base of 30 percent and 
on the dollar a ton basis it runs from $3 to $6 a ton. Now, when you 
figure the price of the commodity, and sometimes straight rates on 
special commodities run as high as $200 a ton from the North Atlantic 
to the Far East, you can see that you get into figures where the differ- 
ence or spread just makes it impossible for the independent shipper 
who, for reasons of his own, obstinacy or not, would like to go on his 
own and not sign up even though there is no independent to carry his 
goods. He just has to sign up or admit himself that he is a fool for 
paying this higher rate which will put him out of business as some of 
the witnesses in this case that went to the court testified before the 
Maritime Board. 

The CuarrmMan. Let me ask you one thing. 
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Going back to that Clayton fine of $150,000, who fixed that fine? 

Mr. O’Connor. The conference. 

The Cuarrman. How did they fix it ? 

Mr. O’Connor. They said that Anderson-Clayton had used a foreign 
line from the Pacific to Europe, I think it was, and in that way they had 
violated their exclusive patronage contract, and they were fined. That 
was the amount of freight. 

The CHarrman. You say “fined.” That is the point I want 
cleared up. 

Mr. O’Connor. A penalty under their contract. 

The CuarrMan. Who set the fine? 

Mr. O’Connor. The conference. 

The CHarrmMan. To whom did they pay it? 

Mr. O’Connor. If Anderson-Clayton has paid it they paid it to the 
conference. 

The Cuarrman. Well, did they pay it? 

Mr. O’Connor. I do not know the fact. 

The CuarrMan. You testified to the fact here. 

Mr. O’Connor. They may still be disputing it, and they are such 
important shippers. 

The Cuarrman. Who will divide up the $150,000 ? 

Mr. O’Connor. That is the question which has never been answered. 
It has never been answered in any of the hearings as to who will 
divide it up, whether it will go to the lines that were available at the 
time or go to all the lines that do not even operate in the trade. That 
has been one of the mysteries of this whole thing. 

The Martime Board has pending itself in California at this time 

The CuHarrmMan. Let us not leave that. Let us clear that up. 

Mr. O’Connor. I say it is connected with this fining of shippers. 

The Cuarrman. You said “a fine.” Who had the authority to 
assess a fine? 

Mr. O'Connor. Under the exclusive patronage contract, the ship- 
per agrees that if he patronizes anybody but a conference line 

The CHarrman. I understand that. 

Mr. O’Connor. He shall pay a penalty equal to the amount of 
freight, I think in that instance. In some instances it is twice the 
amount of freight that would have been paid the conference lines had 
he patronized the conference lines. 

They say, “Unless you pay that penalty, hereafter if you ship any- 
thing over conference lines, you must pay the higher noncontract 
rate.” Shippers are helpless. 

The Cuatrman. I understand that he would go into the higher rate 
automatically. 

Mr. O’Connor. He would until he paid his fine. 

The Cuartrman. Is this the only case in which a fine has been 
levied ? 

Mr. O’Connor. No, out in that particular territory just within the 
year there have been several instances. 

The Borax Company of America, whatever it is called, a big com- 
pany that sells borax out there. 

The Cuatrrman. We got a letter from the Borax Co. supporting this 
dual rate, which I will put in the record, along with one to Congress- 
man Magnuson. 
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(The letters referred to follow :) 


UNITED STaTEsS Borax & CHEMICAL Corp. 
Los Angeles, Calif., May 29, 1958. 
Hon, HersBert C. BONNER, ‘ 
Chairman, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C. 

DEAR Mr. Bonner: This will confirm my telegram of May 26 as follows: 

“Referring my conversations you John Drewry April 15, letters April 22, Su- 
preme Court decision May 19, Japan Atlantic dual rates makes imperative appro- 
priate legislation to continue rate stability provided by steamship conferences. 
Am sure you fully congizant situation. There will be ample shipper support. 
More detailed letter follows.” 

Yesterday I wired Mr. Morse as follows: 

“Referring conservations you Tibbott April 16, letter April 22, have wired 
Bonner urging prompt congressional action maintain conference contract rate 
stability. Substantial shipper support this position. More detailed letter follows. 
Best regards.” 

We understand that various bills have been introduced and/or are being pre- 
pared for introduction. I would like.to reserve further comment until we have a 
chance to study these various proposals; and then have the opportunity of sub- 
mitting our comments and suggestions—and/or testifying personally at hear‘ngs, 
which you will undoubtedly decide to hold. It does appear that some immeuiate 
interim action to maintain the status quo is appropriate and necessary, while 
we are all studying the matter. 

Very truly yours, 
T. R. STETsoN, 
Manager, Export Sales Department. 
P. S.—I am also communicatizg appropriately with Senator Magnuson. 


T. Be 


UNITED STATES Borax & CHEMICAL CorpP. 
Los Angeles, Calif., May 29, 1958. 
Hon. WARREN G. MAGNUSON, 
Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 

Dear Mr. MAGNUSON: We enclose copy of letter to the chairman of the House 
Committee on Merchant Marine and Fisheries and the letters referred to therein 
regarding the necessity of maintaining stability of rates provided by steamship 
conferences under contract system. Undoubtedly you are also considering legis- 
lation and as outlined in the attached we would like to have the opportunity 
of presenting our views at an approprate time. 

I hope that on my next trip to Washington I will have an opportunity of 
meeting you personally. 

Since returning from Washington and particularly within the last few days 
I have been talking to a number of substantial shippers who are all of the same 
mind regarding the need for stability and who will undoubtedly be similarly 
expressing their views. 

Very truly yours, 
By T. R. Stetson, 
Vanager Export Sales Department. 

Mr. O’Connor. They finally succumbed by necessity. They had 
to pay their fine. That is the pressure, the economic pressure. 

The CuarrMan. I am going to find out about this “fine” business. 

Mr. O'Connor. The Borax Co. even went to court. 

Mr. Warren. Mr. Bonner. 

The CHatrMANn I will hear you later, Mr. Warren. 

Did you have some light to throw on this question that we are 
discussing here ? 

Give your name, then. 

Mr. Warren (Charles F. Warren, Pacific Coast-European Con- 
ference). My name is Charles F. Warren, and I represent the Pacific 
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Coast-European Conference, the conference which has imposed the 
fine on Anderson-Clayton. 

However, at this time, I am not authorized or permitted to discuss 
this particular matter but wish to state that at the time when the 
committee is able to hear my testimony before the close of these hear- 
ings, 1 would be happy to comment on this particular matter. 

Mr. O’Connor. There are 2 cases reported in the courts, 1 in 
the Oregon case, which went to the highest court there where the 
Pacific Coast Westbound Conference, which may be heard here, levied 
a very heavy fine against a shipper named LaValle. 

The CuarrMan. Do not leave that Borax matter. 

Mr. O’Connor. I may be mistaken about the detail, but, in connec- 
tion with this litigation out west, the Borax Co. complained about the 
pressure being put on them to pay fines, as I recall, for not observing 
their exclusive-patronage contract. 

As I recall, the Department of Justice stepped into that case and 
tried to have the courts hold that the treatment of the Borax Co. was 
illegal. 

In hearings before the Maritime Board, the situation as to the Borax 
Co. arose, and it is my best recollection that it all wound up by Borax 
composing their differences with this particular conference and agree- 
ing to abide by its exclusive-patronage contract. 

Now, a tremendous shipper like Borax just has to. 

The Cuarrman. I listen to Wagon Train every week. I know they 
are pretty big operators. Was this fine the difference between the 
low freight rate and the high freight rate? 

Mr. O’Connor. No; it was based on the amount of freight which 
would have been paid to the conference lines and, of course, it was a 
fine. 

The Cuarrman. Mr. Witness, of course, this committee has given 
you around 40 minutes. If there is some matter you care to appear 
further on later, of course, the committee will be glad to hear you. 

Mr. Auten. Mr. Chairman, could I ask one question ? 

The Cuarman. Yes. 

Mr. Auten. Mr. O'Connor, taking a look at the bill, H. R. 12751, 
could you give me your opinion as to whether the language of this 
bill, if it were enacted, would keep in effect the conference agreement 
that was involved in the Japanese-Atlantic case ? 

Mr. O’Connor. Of course, they have no dual-rate system in effect. 

Mr. Auten. I am referring now to the language of the bill. With 
the enactment of the bill, would the agreement still be in effect ? 

Mr. O’Connor. Well, it is not in use by the members of the con- 
ference. That answers it. It is not being used, and it never has been 
used since the war. 

Mr. Atten. The answer is “No”? 

Mr. O’Connor. That would be my offhand opinion. 

Mr. Auten. Thank you, Mr. Chairman. He said that conference 
agreement would not be in effect because of the enactment of this bill. 

Mr. O’Connor. No more than it would be in the companion con- 
ference, the Trans-Pacific Conference in Japan, from Japan to the 
Pacific coast, which the Board itself held illegal and would not permit 
it to be put in use because it was practically a monopoly of competition 
and would suppress what little competition there was. 
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The CuarrmMan. We have to recess now. 

I want to put in the record these two telegrams, dated June 2, from 
New Orleans; one from Ralph P. Nolan, president, Board of Com- 
missioners, Port of New Orleans, and the other from Albert Hane- 
mann, president, New Orleans Board of Trade. These telegrams 
support the proposed bills that are here before the committee. 

(The telegrams referred to follow :) 

NEW ORLEANS, La., June 2, 1958. 
Hon. HeRBerT C, BONNER, 
House of Representatives, Washington, D. C.: 


The Board of Commissioners of the Port of New Orleans supports Senator 
Magnuson’s bill, S. 3916, as being in best interest of foreign trade of United 
States. Board believes dual-rate system as administered by various shipping 
conferences of great value to exporters and importers, especially smaller firms. 
Request incorporation of this message in proceedings of June 3, 1958. 

RALPH P. NOLAN, 
President, Board of Commissioners, Port of New Orleans. 


NEW ORLEANS, La., June 2, 1958. 


Representative H. C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
Washington, D. C.: 

It is the feeling of the New Orleans Board of Trade that the conference 
dual-rate system, commonly known as the contract system, is of inestimable 
value to exporters and importers, large or small, of general cargo, such as 
cotton and other commodities, and that it offers stability and equitable rates 
with dependable and regular services over a period of time. For these reasons, 
we are strongly in favor of S. 3916, introduced by Senator Magnuson, which 
we understand will legalize existing contracts through June 30, 1960. We 
kindly ask you incorporate this message in the proceedings of the hearing to 
be held beginning June 3, 1958. 

ALBERT HANEMANN, President. 

The Cuatrman. If it can be arranged, and the House is in general 
debate on the reciprocal-trade bill and we can get permission, we 
would sit this afternoon from 3 to 4:30. That is tentative, so that I 
will say to the next witness, Mr. Dewey and Mr. Talmage, we will 
call you this afternoon at 3 o’clock. 

Thank you. 

(Whereupon, at 12:30 p. m., a recess was taken until 3 p. m. this 
same day.) 

AFTERNOON SESSION 


The hearing was resumed at 3p. m., pursuant to the recess. 

The Cuarrman. The committee will come to order. At this point, 
I want to have inserted in the record sections 14 and 15 of the 1916 
Shipping Act. 

When this committee recessed this morning, Mr. O’Connor was 
testifying. 

Mr. O'Connor, would you resume, please / 

Mr. O'Connor. May I suggest you might also put in sections 16 
and 17, which deal with the same subject of discrimination between 
shippers and so forth. All the cases have hung on not only 14 and 
15, but 16 and 17, also. 

The CHarrman. They will be put in the record, also. 

(The sections referred to follow :) 
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Sec. 14. That no common carrier by water shall, directly or indirectly, in re- 
spect to the transportation by water of passengers or property between a port 
of a State, Territory, District, or possession of the United States and any other 
such port or a port of a foreign country— 

First. Pay, or allow, or enter into any combination, agreement, or un- 
derstanding, express or implied, to pay or allow, a deferred rebate to any 
shipper. The term “deferred rebate” in this Act means a return of any 
portion of the freight money by a carrier to any shipper as a consideration 
for the giving of all or any portion of his shipments to the same or any other 
carrier, or for any other purpose, the payment of which is deferred beyond 
the completion of the service for which it is paid, and is made only if, dur- 
ing both the period for which computed and the period of deferment, the 
shipper has complied with the terms of the rebate agreement or arrange- 
ment. 

Second. Use a fighting ship either separately or in conjunction with any 
other carrier, through agreement or otherwise. The term “fighter ship” in 
this Act means a vessel used in a particular trade by a carrier or group of 
sarriers for,the purpose of excluding, preventing, or reducing competition 
by driving another carrier out of said trade. 

Third. Retaliate against any shipper by refusing, or threatening to refuse, 
space accommodations when such are available, or resort to other dis- 
criminating or unfair methods, because such shipper has patronized any 
other carrier or has filed a complaint charging unfair treatment, or for any 
other reason. 

Fourth. Make any unfair or unjustly discriminatory contract with any 
shipper based on the volume of freight offered, or unfairly treat or un- 
justly discriminate against any shipper in the matter of (a) cargo space 
accommodations or other facilities, due regard being had for the proper 
loading of the vessel and the available tonnage; (b) the loading and landing 
of freight in proper condition; or (c) the adjustment and settlement of 
claims. 

Any carrier who violates any provision of this section shall be guilty of a mis- 
demeanor punishable by a fine of not more than $25,000 for each offense. 


* * * * * * * 


Sec. 15. That every common carrier by water, or other person subject to this 
Act, shall file immediately with the board a true copy, or, if oral, a true and 
complete memorandum of every agreement with another such carrier or other 
person subject to this Act, or modification or cancellation thereof, to which it 
may be a party or conform in whole or in part, fixing or regulating transporta- 
tion rates or fares; giving or receiving special rates, accommodations, or other 
special privileges or advantages; controlling, regulating, preventing or destroy- 
ing competition; pooling or apportioning earnings, losses, or traffic; allotting 
ports or restricting or otherwise regulating the number and character of sail- 
ings between ports; limiting or regulating in any way the volume or character 
of freight or passenger traffic to be carried; or in any manner providing for an 
exclusive, preferential, or cooperative working arrangement. The term “agree- 
ment” in this section includes understandings, conferences, and other arrange- 
ments. 

The Board may be order disapprove, cancel, or modify any agreement, or any 
modification or cancellation thereof, whether or not previously approved by it, 
that it finds to be unjustly discriminatory or unfair as between carriers, ship- 
pers, exporters, importers, or ports, or between exporters from the United 
States and their foreign competitors, or to operate to the detriment of the com- 
merce of the United States or to be in violation of this Act, and shall approve 
all other agreements, modifications, or cancellations. 

Agreements existing at the time of the organization of the Board shall be 
lawful until disapproved by the Board. 

It shall be unlawful to carry out any agreement or any portion thereof dis- 
approved by the Board. 

All agreements, modifications, or cancellations made after the organization 
of the Board shall be lawful only when and as long as approved by the Board, 
and before approval or after disapproval it shall be unlawful to carry out in 
whole or in part, directly or indirectly, any such agreement, modification, or 
eancellation. 

Every agreement, modification, or cancellation lawful under this section shall 
be excepted from the provisions of the Act approved July 2, 1890, entitled “An 
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Act to protect trade and commerce against unlawful restraints and monopolies”, 
and amendments and acts supplementary thereto, and the provisions of sections 
73 to 77, both inclusive, of the Act approved August 27, 1894, entitled, “An Act 
to reduce taxation, to provide revenue for the Government, and for other pur- 
poses”, and amendments and acts supplementary thereto. 

Whoever violates any provision of this section shall be liable to a penalty of 
$1,000 for each day such violation continues, to be recovered by the United 
States in a civil action. 

Sec. 16. That it shall be unlawful for any shipper, consignor, consignee, for- 
warder, broker, or other person, or any officer, agent, or employee thereof, 
knowingly and willfully, directly or indirectly, by means of false billing, false 
classification, false weighing, false report of weight, or by any other unjust or 
unfair device or means to obtain or attempt to obtain transportation by water 
for property at less than the rates or charges which would otherwise be ap- 
plicable. 

That it shall be unlawful for any for any common carrier by water, or other 
person subject to this Act, either alone or in conjunction with any other person, 
directly or indirectly— 

First. To make or give any undue or unreasonable preference or advan- 
tage to any particular person, locality, or description of traffic in any re- 
spect whatsoever, or to subject any particular person, locality, or descrip- 
tion of traffic to any undue or unreasonable prejudice or disadvantage in any 
respect whatsoever. 

Second. To allow any person to obtain transportation for property at less 
than the regular rates or charges then established and enforced on the 
line of such carrier by means of false billing, false classification, false 
weighing, false report of weight, or by any other unjust or unfair device 
or means. 

Third. To induce, persuade, or otherwise influence any marine, insurance 
company or underwriter, or agent thereof, not to give a competing carrier 
by water as favorable a rate of insurance on vessel or cargo, having due 
regard to the class of vessel or cargo, as is granted to such carrier or other 
person subject to this Act. 

Whoever violates any provision of this section shall be guilty of a misdemeanor 
punishable by a fine of not more than $5,000 for each offense. 

Sec. 17. That no common carrier by water in foreign commerce shall demand, 
charge, or collect any rate, fare, or charge which is unjustly discriminatory be- 
tween shippers or ports, or unjustly prejudicial to exporters of the United States 
as compared with their foreign competitors. Whenever the Board finds that 
any such rate, fare, or charge is demanded, charged, or collected it may alter 
the same to the extent necessary to correct such unjust discrimination or prej- 
udice and make an order that the carrier shall discontinue demanding, charging 
or collecting any such unjustly discriminatory or prejudicial rate, fare, or 
charge. 

Every such carrier and every other person subject to this Act shall establish, 
observe, and enforce just and reasonable regulations and practices relating to or 
connected with the receiving, handling, storing, or delivering of property. When- 
ever the Board finds that any such regulation or practice is unjust or unreason- 
able it may determine, prescribe, and order enforced a just and reasonable regu- 
lation or practice. 

The CHarrman. Mr. O’Connor, when you began your testimony 
whom did you say you represent ? 

Mr. O'C ONNOR. | represent the Isbrandtsen Co., Inc. 

The CrarrmMan. How many ships do they oper: ate? 

Mr. O’Connor. Oh, they operate at times probably 35 American- 
flag ships 

The Ciaran. Allof their ships are American flag? 

Mr. O’Connor. All the ships they own are American flag. 

The CnHairman. They do not operate any foreign flag ? 

Mr. O'Connor. They charter like practically every other operator 
from time to time. 

The Crarrman. Are they an applicant for subsidy ? 

Mr. O'Connor. They are applicant for subsidy. 
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The CHairMan. If they were to become subsidized, would they join 
a conference ? 

Mr. O’Connor. They have not made up their mind. They have had 

varying opinions : about that. 

The CHamman. Are they going to testify or are you the sole person 
to testify ? 

Mr. O’Connor. They will ask permission to testify, too. 

The Cuarrman. I remember when Mr. Isbrandtsen was before this 
committee some years ago. Of course, you remember that he was 
against all of the policies of the Merchant Marine Act at that time, 
as I recall. 

Mr. O’Connor. I do not remember that. 

The CHarrMan. I remember it well. I am talking about not the 
one who is living now but the one who is dead. 

Mr. O’Connor. I donot remember that, Mr. Chairman. 

The CHarrman. He raised cain all over this place. I remember 
him well. Does the same policy exist in the company now that existed 
then ? 

Mr. O’Connor. Of course, I am not competent to discuss company 
policy. I am just a lawyer. 

The Cuarrman. I will ask somebody else. 

Mr. O'Connor. I am not competent to answer that. 

The Cuatrman. Mr. Allen. 

Mr. Auten. I wanted to get settled in the record, if I could, what 
division there is among the steamship operators who are engaged in 
the berth services in the foreign import and export trade. If I under- 
stood Mr. Maloney correctly this morning, he said that there was one 
operator, which was Isbrandtsen, which was not a member of any con- 
ference engaged in that trade, and that all of other Ameri ran-flag 
lines, the subsidized lines and the unsubsidized lines, were members of 
the conference system and in favor of the passage of this bill. Is that 
a correct statement ¢ 

Mr. O’Connor. I do not believe it is and I do not believe it could 
be correct for the reason that you start out with the improper figure. 

As I said this morning, there are roughly 75 American lines en- 
gaged in all kinds of cargo carrying in the: foreign trade, in the oceans, 
and of them, 40 belong to conferences. But those same lines do not 
belong to every conference which operates in the particular trade 
route in which they operate. For instance, you take States Marine, 
which I said was one of the biggest. They belong to conferences in 

various parts of the world but they never joined the conference in the 
trade in the North Atlantic to the continent. They are independent 
operators in that trade. 

As far as the dual-rate system, of the 40 which belong to conferences 
only 24 belong to conferences which use the dual-rate system. 

Mr. Auten. What I am trying to get at is not the merits of the case 
so much as the division of opinion and what I would like to know is, 
to be more specific, is there any carrier whose position is identical with 
that of Isbrandtsen ? 

Mr. O'Connor. Well, I do not know. I can only answer that by 
saying that no one can say that no other American carrier does not 
feel the same w ay about the dual-rate system as Isbrandtsen. 

You must remember that, as was pointed out and expressed in 1916 
and before, before the Alexander committee, and was pointed out in 
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the English investigation, the royal commission investigated over 
there, and as has been pointed out time and again before the Maritime 
Board and accepted as a fact, shippers do not dare to testify in op- 
position to the conference or the dual-rate system because they believe 
that they will be retaliated against and not even get space. 

Now, the operators are in the same boat. 

Mr. Auten. I appreciate that, but it is not getting at the question 
that I want to pin down for the purpose of the record. That is 
whether your opinion is joined in by others. 

I would presume from the many hearings and many matters in 
which you have appeared that you would have noticed if someone 
friendly came along and offered you a hand. 

I am curious as to whether there is any line that is not identical in 
opinion with Isbrandtsen but comes close to it or is more friendly 
than any of the others. 

Mr. O’Connor. Well, I can say that on one occasion Lykes, one of 
the biggest operators, a subsidized operator which I suppose belongs 
to 30 conferences, filed 5 proceedings before the Martime Board 
in recent years opposing the use of the dual-rate system in certain 
trades in which they were competing. 

Mr. ALLEN. On that occasion, you feel that they were close to the 
opinion of Isbrandtsen ? 

Mr. O’Connor. Yes. You see, it is a vacuum that sucks them in. 
They have to get sucked in. They cannot stand off. Isbrandtsen 
has been fighting this thing on principle and if you say I represent 
Isbrandtsen, I have said before the Board if I did not represent 
Isbrandtsen today I would apply for permission to appear here on 
principle against this thing which I think is so un-American. 

Mr. Auten. I can appreciate your feeling and admire your stand 
in that. 

From the standpoint of this side of the desk, I am a little appre- 
hensive of refusing interim relief and it is definitely interim relief to 
maintain a status quo which may ultimately be found to be good or 
bad when one operator says, “Don’t do anything about it” and all 
the rest that are engaged seem to say that “We should have the 
interim relief.” 

Mr. O’Connor. One operator plus the departments of Government. 
As I told you this morning, the Department of Justice was at the 
start of this attack on the dual-rate system before Isbrandtsen came 
into the picture, and the Department of Agriculture has been here, 
and I understand that tomorrow some representatives of the farm 
organizations will appear and they have testified against the use of 
the system. They are the biggest shippers. 

Of course, the Department of Agriculture is the biggest shipper in 
the world and just today, from the Department of Agriculture, from 
one of their top men who testified, speaking about the case, says— 

This is certainly a victory for the American farmer and the American shippers 
in general. 

That is the big thing always, not Isbrandtsen. What happens to 
Isbrandtsen is unimportant. 

Mr. AuLen. I can appreciate that and I think we welcome and value 
the opinion of the departments, but we still have a tradition around 
here that we are going to write the policy in Congress. 

Mr. O’Connor. Exactly. 
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Mr. Auten. That is about as far as it goes on that sort of trans- 
action. 

I think I understand the situation as to what the division is 
amongst the carriers themselves. 

Mr. O'Connor. You only know from what some people have told 
you and I say that the testimony this morning was from people who 
are unfamiliar with the fundamentals of the system. 

I will say that you could count on one hand, you certainly could 
count on one hand and would not need the whole hand, to count law- 
yers who have had any great connection with this issue in all these 
years, and it has been our ne lence going into courts that the courts 
starting out had no idea what a conference was, let alone the 
dual-rate system. It is saat a restricted field that most organizations 
start out without knowing what it is about, and there is nobody in 
Congress today who has had anything to do with conferences or the 
setup under the 1916 act. 

As I say, the conference system was by itself harmless. It just pro- 
vided for uniform rates and getting together and fixing rates which, 
of course, is not generally permitted in the United States, but then 
they added on this tying-in arrangement with shippers which has 
never been permitted in any case in ‘the United States. 

Mr. ALLEN. It seems to me, listening to your testimony and to the 
testimony of others both here and on other occasions, that it possibly 
sums up at least in my own mind that there are two philosophies that 
could prevail in operating a transportation system: One, the system 
under which a carrier is a competitor in a free enterprise and free to 
do what he wants, free to compete freely and get what business he 
can by price or service or otherwise; and the other where a public body 
regulates to an extent, the services and the charges and produces a 
uniformity of schedules and services approaching the system that 
you have domestic ally among the railroads; and that there are just 
two approaches to this system and that Isbrandtsen has one which is 
the more rugged individualist and the other carriers approach the 
other where they are subject to the type of philosophy that controls 
our trans portation among common carriers domestically. 

Mr. O'Connor. When you boil down this decision of the Supreme 
Court, even if you claim it was limited, they do not differentiate one 
iota of what has been the position of the Federal Maritime Board in 
recent years. 

They have said, “We will not approve any system which is aimed 
at limiting competition.” 

Now, this Supreme Court decision said that “We will not approve 
it if it curtails or diminishes competition.” 

Now, the Federal Maritime Board has held that 80 percent control 
was a monopoly which they would not permit. 

In the Japan-Atlantic case that went to the Supreme Court it was 
admitted that there was 90-percent control there, but the Board then 
said, “We will permit it,” and in a parallel case, the Trans-Pacific 
case, they refused to approve the system because it wiped out a small 
amount of competition, Is brandtsen again, and they said, “Oh, no. 
We won't stand for that. You have to show the need of the system in 
the trade but not to eliminate competition.’ 

I could show you the quotations from the very people who think 
this system is indispensable, that everything will collapse, to the effect 
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that the purpose of the system is to eliminate competition. Well, it 
will not collapse and it will not hurt American lines but its continuance 
will help the foreign lines to the detriment of some American lines 
who do not want to put their head under that tent. 

Now, it has been the feeling of Mr. Isbrandtsen, senior, at least 
and myself, that one should think well before joining a conference as 
they exist today, and some people have found that out. 

If you are an American operator with ships that do not need the 
speed or accommodations of the Japan ships, you will soon find in the 
trades with competition with Japanese that you will be out of real 
competition with them. They will put you out. 

Before World War II, the Japanese drove practically all the Ameri- 
can lines off the Pacific and they are in a fair way to do it now out 
there. They have the high-powered ships with all the accommodations 
and facilities on them. 

The average American independent buying and owning his own 
ships just could not last except as an independent. He can exist as an 
independent where he could not exist as a member of some of those 
conferences. 

I do not think Congress is going to say the day of independent 
enterprise, standing on our own feet, is entirely past, that you have 
to join up with these foreign cartels. 

Mr. Auten. I understand that that is the view of Isbrandtsen and 
J gather pretty much that it is your own very heartfelt view. 

Mr. O’Connor. It is my own fervent view. 

Mr. Auten. What I am trying to get clear in my own mind is 
whether it is the view of the industry as a whole, half the industry, or 
whether it is just your view and the other industry view is all different. 

Mr. O'Connor. Well, I do not think anybody can speak for all the 
industry. The representative of the American Merchant Marine In- 
stitute claimed to represent so many companies. He was including 
companies that are not liner companies. Tramp or bulk carriers, of 
course, are not concerned with this dual-rate system because it does not 
apply and cannot apply to tramp operations or bulk operations so that 
all his members are not liner operators and if they all said to you, each 
one, every one of them, said, “We are in favor of this dual-rate sys- 
tem,” I could point out to you that most of them have had no experi- 
ence with it enough to know whether they were for it or not. It is 
taken as a setup, this Old World setup. Sure, they have it all around 
the world. Big companies like Goodyear Rubber that operate all 
around the world, have tried to patronize independents at times. So 
has Ford. Ford tried to patronize Isbrandtsen at times. Some of 
the rubber manufacturers tried to do so but they frankly confessed 
and have so testified in hearings before the Board, they said, “We 
belong to conferences all around the world. We have to. If we 
fight any conference here operating out of the United States ports, 
we are going to get in trouble. If it was an independent and we can 
probably go along and succeed the same as some of the cotton ship- 
pers in the gulf have tried to do it, but when we are operating in the 
rest of the world we get in trouble with the rest of this combine.” 

The biggest conference is the Associated Steamship Lines of Manila. 
Its operations centered in Manila. It is a huge octopus of 50 mem- 
bers, just a handful of American lines and the rest all foreign. It has 








48 TO AMEND SHIPPING ACT, 1916 


7 divisions, operating out of Manila, 1 to the United States. Because 
that one operation comes to the United States, the Maritime Board 
approves this huge conference, but if a shipper shipping out of Manila 
to different parts of the world violates or does something the con- 
ference does not like in any one of these other tentacles in any part of 
the world, he is barred from all rights under that conference even to 
the United States. 

Now, the Board has struggled with that problem for years. The 
power of that conference and other conferences goes so far that an 
independent operator cannot go into Manila even and get cargo 
because, like the big operator out of the Pacific, the Pacific coast- 
European conferences prescribe that no forwarder, no agent, no 
broker that deals with an independent line can deal with the confer- 
ence. They have tied it up. That tying up is so anti-American that 
it would never have stood up if it was proposed as a part of this bill, 
any retaliation against a shipper for using an independent line. That 
is the language of the bill. And the courts have now spoken for the 
first time, 12 ‘judges have spoken against the system being legal. Of 
course, no such system can stand up. All you are trying to do is to 
preserve in existence systems which are undoubtedly illegal because 
they are aimed at curtailing or destroying competition, as the courts 
have said, the court of appeals here, 3 judges unanimously and now 
the Supreme Court with 6 judges to 3 vedas. 

As I said this morning we have beet tossed around and the stalling 
has been going on for 12 years. 

This is just another 2 years of further stalling and to say that the 
shipper and anybody that is interested in not being hooked into this 
system for another 2 years is just like postponing a major operation 
that should be done now and not 2 years from now. 

Mr. Auien. Thank you, Mr. Chairman. 

The CHarrmMan. You do not think, then, that there is any motive 
here of preserving the industry at all, do you? 

Mr. O’Connor. I think any stateme nt about chaos or damage to the 
industry is without foundation because they are asking you to O. K. 
a thing which means nothing to them. It has not protected them in 
the past because they are not using it. 

You take, for example, the Pacific coast. Off the Pacific coast there 
is no independent competition, I would say. There is no independent 
competition anywhere except North Atl: antic to the continent, gulf to 
the Mediterranean, and Pacific coast to Europe. 

The Cuarrman. You made some reference to Lykes. The Lykes 
representative is here. He held up his hand. 

I do not know for what purpose he held up his hand. 

Mr. Barrie (Thomas Bartle, Lykes Bros. Steamship Co.). My 
name is Tom Bartle. Ihave worked for Lykes Bros. for over 25 years 
and throughout all of those years we have been members of a con- 
ference. We have been strong advocators of the dual rate system. 

We heartily favor this bill and we will have a witness to so state 
later on. 

I did not want the statement to mislead anyone about the position 
of Lykes. 

Mr. O'Connor. I did not say to the contrary except that they fought 
the dual rate system in five conferences and the payoff was ‘that the 
conference met their terms and took them in and did everything they 
wanted todo. That was the payoff. 
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The Cuairman. I have to get along here. 

Mr. O’Connor. There was some question this morning about this 
form of shipping contract. 

The Cuarrman. I want the members to ask you any questions they 
want. We ought not take up all the time with one witness. 

Mr. Ray. Thank you, Mr. Chairman. I would like to get clear on 
one point you covered this morning to see that I understood you cor- 

rectly. You said that the actual working of a conference involved the 
development of the rates that let American-flag ships operate at a 
profit and that those rates then became the rates of the conference 
and that they were exorbitant insofar as foreign vessels were 
concerned. 

Mr. O’Connor. That is correct. 

Mr. Ray. What foundation do you have for that statement ? 

On what sort of knowledge do you base that ? 

The Cuarman. Will you read that? 

( Record read.) 

Mr. O’Connor. Of course, that has never been disputed that for- 
eign lines can operate at just about one half the cost of American 
lines on the average. As I said this morning, that is due to our high 
cost. of operation, principally our wages. The Japanese wages are 
25 percent, the English wages are generally 25 percent of what we 
pay. The others will bring it up to a higher average, not even 50 
percent. The Se andinavians pay more. The Danes and the Dutch 
pay more but the subsidy granted American lines is based on the prop- 
osition generally that the cost of operating an American ship is just 
about one half the cost of operating a foreign ship. Roughly, the 
cost of operating an American ship, we will say, is $2,000a day. The 
cost of operating a foreign ship is $1,000 a day, and the American op- 
erator is given that difference in subsidy, $1,000 a day. Now, in some 
trades the foreign operation costs much less. Around the world east- 
bound, the subsidy ought to be about 55 percent, because the foreigner 
operates at about 45 percent of the American cost. That is the basis 
of the difference so that the foreigner could carry the goods at just 
about one-half what the American needs. 

Mr. Ray. When you referred to the costs of the American-flag ship 
were you referring to the costs after subsidy / 

Mr. O'Connor. No. Well, any day. You pay so much for wages, 
repairs, fuel, and insurance and maintenance and subsistence. Those 
are the items taken into account in granting a subsidy. 

Mr. Ray. What I am reaching for is, do you think they take into 
account the actual amounts involved for the American ships before 
subsidy or take into account the net burden on costs for the Ameri- 

can ship after subsidy ? 

Mr. O'Connor. Well, the cost of oper ation payment out of pocket 
for wages, subsistence, fuel, repairs and insurance are the same as 
before. 

Take, for instance, Isbrandtsen now operates American-flag ships 
around the world and is applying for a subsidy. If it is granted a 
subsidy it will be given the difference ae the cost of operating 
the Isbr andtsen ships, which we will say is roughly $2,000 a day, 
which is very conservative, and the oak of operating foreign-flag 
ships on those trade routes, which is less than $1,000 a day. So on 
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each voyage Isbrandtsen would make they would be paid a subsidy 
along that line. 

Mr. Ray. Let me point up the question. 

On the assumption that those same figures applied to some other 
line which is a member of a conference, when they develop rates, do 
they use the cost figure of $1,000 a day or $2,000 a day ? 

Mr. O’Connor. Yes; you are aiming at something that is really in- 
teresting, because there was a certain purpose of the Subsidy Act some 
of us always believed in in 1936. I had something to do with it. I 
brought it into the House and as chairman of the Rules Committee 
jammed it through the closing day of Congress with a gag rule, 
so I know something about it. The spirit of the subsidy was, we say: 
Foreign lines can carry canned goods from the North Atlantic to Eu- 
rope for $10 a ton but the American line should get $20 a ton on 
account of its higher cost of operation. Therefore, we will give the 
American line the difference, $10 a ton assuming that the American 
line was going to charge the same rate as the foreign line. But 
confusion has happened. Over the years the American lines, through 
conferences and through the instruments of conferences, have sat 
down, as I said, across the table and agreed that everybody in the con- 
ference gets $20 a ton and, of course, there could be 20 foreign lines 
and 1 American line, and the American line gets $20 a ton, and then 
gets the subsidy on top of that. 

The CHarrman. What do you do about the recapture clause ? 

Mr. O’Connor. The recapture clause only provides that over the 
10-year period the Board gets back 50 percent of everything that the 
American line makes over 10 percent on its capital necessarily em- 
ployed. 

The CHarrMan. Yes. 

Mr. O’Connor. That gets back some, theoretically. 

The CHarrMan. You were leaving that out up until now. 

Mr. O’Connor. I assure you, Mr. Chairman, that it was not delib- 
erately. 

The CHatrman. I do not think it was deliberately but I wanted 
to refresh your memory that such a thing existed. 

Mr. O’Connor. I do not think it has much effect on the general 
question. 

The Cuatrman. You are arguing here for a line that cuts rates. 
They would not have any chance for a recapture; would they ? 

Mr. O’Connor. No, because they do not have the advantages that 
the subsidized lines do have. 

The CuarrMan. But they are asking for subsidy. 

Mr. O’Connor. Of course, that about cutting rates is some more 
of the manufacture of noxious clouds around Isbrandtsen. 

The Cuatrman. Is it a fact or isit nota fact ? 

Mr. O’Connor. Generally, it is not a fact and it has not been sub- 
stantiated in the bold statement in which you make it. 

Mr. O’Connor. The overall statement, the broad statement I should 
have said. 

Now, I hear the snickering behind me. That has been a calculated 
practice of the conference lines here. I am the only lawyer, I think, 
that will appear before you who represents an American line solely. 

Taking into account that if any conference lawyers appear before 
you, their clients are mostly foreign corporations. 
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As to this cutting rates, of course, that has been thrashed out. 
There is no law or any obstacles to it, even the Federal Maritime 
Board has held. The independent has to give a lower rate than these 
conference people to get business, as Macy agrees to give 6 percent less 
than any other store in New York, less than Gimbel, but when you 
go into Macy to get this 6 percent less you do not have to sign up 
to deal entirely with Macy, and nobody has criticized that. 

Mr. Ray. Mr. O’Connor, can we get back to that thousand dollars? 

Mr. O'Connor. Yes. 

Mr. Ray. You say that that is just sort of put on a sign on the wall 
and they look at it but pay no attention to it as to what they are pay- 
ing as an agreed-upon rate. 

Mr. O’Connor. That is substantially it. The American can say, 
“We have got to get that $2,000 a day. We have got to get it and 
we need it. We need the $20 rate. You foreigners can get along with 
the $10 rate.” 

The foreigners say, “You are in the conference. Your law passed 
in 1916 says we should fix uniform rates, everybody gets the same 
rates. If you have got to get $20 we are going to get $20, too.” 

Mr. Ray. The question I was coming to was, are you testifying 
from facts developed within your own experience or your own 
knowledge ? 

Mr. O'Connor. Yes, before the Federal Maritime Board. I do 
not think anybody will dispute those facts. 

Mr. Ray. That is all, Mr. Chairman. 

Mr. Auten. Would you yield? 

Mr. Ray. Yes. 

Mr. Auten. Mr. Chairman. 

You lost me, Mr. O'Connor. If the cost is $1,000 to run a foreign 
ship and $2,000 to run an American ship and our Government gives 
the American operator a thousand dollars, then why does it not. cost 

“ach of them a thousand dollars and the rates be based accordingly ? 

Mr. O’Connor. Well, as I say, that may have been the intent of 
Congress when they were dealing with subsidies but it just has not 
worked out. The only reason given for it is that the 1936 act said 
that the American subsidized lines shall get the difference in cost of 
five items: rates, subsistence, fuel, repairs, ‘and i insurance, and the mat- 
ter of the cost of carrying freight was not actually put in the act 
but has worked that out so that some subsidized lines make a reason- 
able profit without the subsidy and often the subsidy just about equals 
the amount they pay in dividends to their stockholders. You must 
remember that amount comes out of the United States Treasury and 
is contributed by every taxpayer, including Isbrandtsen, and every 
taxpayer in Nebraska and Ohio and any of your other States, who 
never saw an ocean ship and probably never saw an ocean, are con- 
tributing dividends to the stockholders of these handful of people 
who operate ships on the foreign oceans. 

Do not get mistaken, gentlemen, that the foreign ocean trade is a 
very important thing in the economy of the United States. Much of 
the talk as I was saying would not be agreed to by Isbrandtsen, but I 
say this because they are in the business and I am only a lawyer. 
Of the $185 billion or the $200 billion a year that we aim at, the whole 
foreign shipping industry does not amount to $5 billion a year and 
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of our 65 million persons employed in the country only about 60,000 
tops ever are employed in the shipping industry, so do not think this 
country is going to collapse because these foreign-dominated con- 
ferences are going to be taken to turn for using this system that is so 
fundamentally un-American. 

The Cuatrman. Mr. Mailliard? 

Mr. Maruiarp. Mr. Chairman. 

Mr. O’Connor. May I finish there? We have an immediate situa- 
tion. We are going to spend a few hundred million dollars opening 
up the Great Lakes for big ships. At present there are about 25 lines 
operating in the Great Lakes, all foreign lines, no American line 
operators. The American lines including Isbrandtsen, United States 
Lines, Grace, and others, have indicated an inclination to go in there 
and operate in there. These conferences have said to them, one of 
the chairmen testified in one of the hearings—“‘Well, you had better 
join up the conference or else.” They have applied to the Boare al- 
ready before they start in the Great Lakes. They do not use the dual 
‘ate system now. They have applied for the right to use the dual rate 
system solely to hook in the American lines that may go in there and 
make them go in there subject to those foreign lines and there will be 
95, 30 foreign lines as against probably 3 Americ: an lines. If they 
could not use the dual system they would be on their own. 

I know the answer, the stock answer to that is, “Well, the foreign 
lines could cut the heart out of the rates so that they would ruin Amer- 
ican competition.” 

1 have said any country that cannot protect its exporters, im- 
porters and consumers from extortion by foreign steamship lines is 
not fit to continue as a country. 

We can control our ports. We can protect our own people. 

I might say it is about time we did in some respects. 

Mr. Martiiarp. Mr. O’Connor, you, in effect, have told us that these 
conference rates are set exorbitantly high in a sort of collusion ar- 
rangement which in effect disregards our subsidy of American sub- 
sidized lines. Do not those rates have to be approved by the Maritime 
Board ? 

Mr. O’Connor. No, no. The Maritime Board in spite of what has 
been said here today has « and I do not 
question it generally—that cay tte nethiane to do with fixing rates. 
They do have power which they timidly have expressed at times that if 
the rate becomes unreasonably high or unreasonably low and is a 
detriment to the commerce of the United St: ites, in the language of the 
act, they might do something; Congress originally in the 1916 act pro- 
posed to give the fixing of rates to the maritime authorities like under 
ICC in the railroads, but they abandoned that finally as impractical. 

These conference lines can charge about anything they want to. 
The rate war, as I said, in the Pacific went on for 5 years and in spite 
of it being brought. to the attention of the Federal Maritime Board 
that those lines were carrying freight below the cost of handling, the 
longshore costs, and that was interfering with the commerce of the 
United States, the Board did nothing. 

Mr. Marturarp. Still, is it not a fact that the conference rates have 
to be approved by the Board ? 

Mr. O’Connor. No; it isnot. That is not a fact. They do not have 
to be approved by the Board. They are not submitted for approval 
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by the Board. They are filed with the Board as information to the 
public. 

Mr. Maiuiarp. In other words, the Board would not act unless 
somebody complained ? 

Mr. O'Connor. No, absolutely not. 

Mr. Marii1arp. W ell, does anybody complain ? 

Mr. O’Connor. W ell, as I said, it has been pretty generally estab- 
lished by parliamentary investigations that the average shipper better 
not complain. 

Mr. Marurarp. If they are charging what in effect is twice as much 
as they ought to charge, which is about what you have told us, at 
least twice as much, I can hardly believe that nobody would complain. 

Mr. O’Connor. Well, some of the shippers look around for an inde- 
pendent if there is one who will give them a lower rate. Now, you 
must always remember that independents like Isbrandtsen, the Board 
has found and nobody has questioned that they have always charged 
compensatory rates, never any rates that were not fair compensation 
for their carriage, and they are good operators. Everybody would 
admit that. 

So that, when the conference system like in the Pacific was charging 
twice as much as was fair compensatory rates according to the claim 
of the shippers, despite Isbrandtsen’s willingness to come to 50 percent 
of those r mason, that was just extortion and extortion of our people, 
most of it, and the producer. Nobody has said anything about the 

producer feud how he is affected by this thing. 

For the 24 American shipping lines that are in conferences which 
use the dual rate system, there are thousands, 20,000, 30,000, 40,000 
of shippers in this country that are affected by this situation and, of 
course, there are the millions of consumers who ultimately pay. 

Mr. Matmurarp. Getting back to this question of conference rates 
being exorbitant, I cannot quite figure out the economics of it. If 
(sbrandtsen, as an independent not subsidized, can go in and perform 
the service at 50 percent of the conferenc - rate and make a profit which 
I presume they are in business to do, I do not understand why the 
other lines are not making so much money that all of the subsidies 
would be pouring right back into the Treasury. How could they avoid 
it if what you say is true? 

Mr. O'Connor. Well, you must remember that that was just in the 
Pacific trade, Probably 50 percent would not hold in other trades. 

The Cuarrman. I want to answer this because I am interested be- 

cause if what you say is true then Maritime is negligent in their duty 
to recapture all over 10 percent. 

Mr. O’Connor. No; I do not think that. 

The Cuatrman. Well, Mr. Mailliard has developed it on your state- 
ment where you say they are 50 percent exorbitant. 

Mr. O’Connor. They were for years in the Pacific trade. 

The Cnamman. Then all they got in subsidy would be returnable in 
profits? 

Mr. O’Connor. You must remember when the Government. steps 
in and subsidizes—— 

The Cuatrman, Let us not get away from it. 

Mr. O’Connor. I am attempting to answer it. 

When the Government steps in and subsidizes somebody, that has 
a certain tendency in human neture to make those people soft, and 
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they do not often try as hard as the independent fellow who is on 
his own. 

Now, I hear a lot of talk and comment behind me. 

The Cuarrman. I do not understand, then, why Isbrandtsen wants 
subsidy. I just cannot get these tw o things together. 

Mr. O’Connor. honpected that to follow. 

The CHarrMan., Sir? 

Mr. O'Connor. I expected that to follow. 

The Cuarrman. I have a lot of respect for you and your ability. 
Mr. O’Connor. Thank you. 

The Cuarrman. I have known you a long time but these things 
just do not fit together in my thinking. 

Mr. O’Connor. It is not easy to put together the puzzle, and I say 
this is a puzzle that has been thrown in your lap with the wrong slant 
on it to begin with. I will answer that question. Isbrandtsen is the 
American- flag operator around the world. It is competing not only 
with foreign ‘lines; it is competing with American subsidized lines 
and it has generally been accepted now that no American-flag operator 
‘an operate in most trades without a subsidy. 

Now, that is due to the cost of operation principally, the cost of op- 
erating the ship each day. 

You must remember you have to get freight as well as a subsidy. 
Somebody said here today that the subsidy, ‘by itself, would not pro- 
vide for your profitable operation and that, of course, added to the 
pressure like this rate war in the Pacific which was started by that 
conference line which was up before the Supreme Court and which 
peri has been proved because the conference members were cutting 

ach other’s throats with rebates, and kickbacks, that cost Isbrandtsen 
snilfions of dollars because Isbrandtsen could not, even as an independ- 
ent, go down to $6 a ton when a 50 percent rate would have meant 15 
or 20 dollars a ton. 

Then, of course, you must remember the chief purpose—and Mr. 
Chairman, may I have your attention on this? 

The Crarrman. Sir? 

Mr. O’Connor. The chief purpose of applying for a subsidy these 
days is to be in a position to replace your ships which everybody has 
to do now. 

As you know, the unsubidized operator in spite of legislation 
passing the House is_ not cemmainel like the subsidized operator 
to put its earnings aside to provide for the replacement of its ships 
so that at the end of a cycle, which is coming now, 20 years after these 
ships were built, he is ‘faced with not being able to finance. There 
is no private fin: uncing of shipbuilding. So ‘that is the big difference. 
That is what Isbrandtsen would tell you. We are asking “for subsidy 
prince _s so that we can replace our ships. We bought these ships 
from the Government and expressed our intention to use them in 
the American trade. The Government encouraged us to do it. 

Now we come along and find these conferences of foreign lines 
and just a sprinkling of American lines putting us out of the business. 

The Cramman. Do you mean to say that he has used up all the 
benefit that he derived when he bought these ships under the Ship 
Sales Act and that is where the pinch comes today ? 

Mr. O'Connor. There is nothing to that. 
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The CHarrMAn. You lead me to believe that? 

Mr. O’Connor. There is nothing to use up. He is faced as every 
American operator is with the fact that he cannot replace his ships 
without the subsidy. 

The CHartrMan. Go ahead, Mr. Mailliard. 

Mr. Maiuuiarp. I still cannot reconcile what you have told us. 
If what you have told us cody’ is true in its entirety, and you have 
made some very interesting presentations, but they do not seem to be 
backed up with details that I can get through my head, I do not see 
how the subsidized lines in particular that belong to the conferences 
could have avoided getting disgustingly rich if the conditions that 
you described are ac tually true. 

Mr. O’Connor. It is the foreign lines that get filthy rich. The 
subsidized lines could only get filthy rich by this margin of subsidy 
they get after they get these high rates that are charged. 

Mr. Marutiarp. But if the “subsidy gives them parity with their 
foreign competition, then they ought ‘to be making just as much profit 
per ton as the foreign competitor. 

Mr. O’Connor. Oh, no. Let me give you a concrete example, which 
may help clear it. 

In this North Atlantic trade from here to Europe and back, for 
years the United States Lines has operated, pudbalie: the principal 
‘American operator, who testified here today. They are a subsidized 
line. 

Waterman has also operated a nonsubsidized line. 

By reason of the conference setup, both Waterman and the United 
States Lines had to charge the same rates so that the nonsubsidized 
line Waterman got no higher rates than United States Lines. 

Mr. Maiuuiarp. Did they provide an equal service ? 

Mr. O’Connor. Well, substantially, the same kind of ships. Every- 
body uses the same kind of ships, the same frequency of sailing. 

Mr. Maiu1arp. Is it not true that the subsidized lines are required 
to maintain a regularity of performance year round regardless of 
the traffic ? 

Mr. O'Connor. The independent better maintain regularity equal 
to subsidized lines or he just does not have any business, and most of 
the independents have regular sailings ever 2 weeks or so on the trade 
route. There is no irregularity about independent liner services like 
Isbrandtsen or States Marine or any of those other or the unsubsidized 
line, Waterman. 

Mr. Mainuiarp. If they are operating in competition with the sub- 
sidized operator giving equivalent service in equivalent type ships 
and making money, I cannot understand why the subsidized operators 
are not making a mint. 

Mr. O'Connor. Well, they make plenty of money. They are prob- 
ably not as thrifty as the independent. 

Of course, Waterman now has been forced to apply for a subsidy, 
too, on the basis of replacing shipments. It just has to. 

Mr. Maruuiarp. In other words, they did make money at a time 
when there was a world shortage of shipping but now that that no 
longer exists, the independents are being forced to apply for subsidy. 
[s that not true? 

Mr. O’Connor. I think the big reason they must apply is to be 
able to replace their ships. The Government finances the construction 
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of ships to a great extent, and will underwrite insurance, mortgages 
and so forth, : so that they could not get reserves priv ately and the 
subsidized lines, as I said, can pile up year after year, without having 
to pay out certain amounts for taxes, for the replacement of ships 
which is very often everything they take in. 

The independent line has been forbidden that right. 

I think the House has passed a bill once, maybe twice, but it was 
defeated in the Senate, permitting the nonsubsidized lines to pile up 
these reserves solely for the purpose of replacing their fleet. It would 
be just as beneficial to the American merchant marine. 

Mr. Mariuiarp. If there were such a bill on the books, would Is- 
brandtsen not be applying for a subsidy ¢ 

Mr. O'Connor. I do not know. It might not. It was because of 
the defeat of such legislation that Isbrandtsen, Waterman, States 
Marine, Isthmian, and other nonsubsidized lines are now applying for 
subsidy to get an opportunity to replace their ships. 

Mr. Maiuurarp. Mr. Chairman, I do not want to prolong this un- 
duly but I am still confused. 

The Cuarrman. I overlooked you, Mr. Dellay. Do you have 
quest ions ¢ 

Mr. Detuay. I have no questions at this time, Mr. Chairman. 

The Cuarrman. Mr. Pelly ¢ 

Mr. Petty. Mr. O'Connor, unfortunately I was called out of the 
committee so that I did not hear your testimony this morning. When 
you first came in this afternoon you referred to the fact that “the agri- 
cultural interests of this country were concerned about these con- 
ference rates. 

For my information, would you tell me if the individual farmers 
themselves are shipping on our lines or is it the Federal Government 
financing mutual security and that type of thing ¢ 

Mr. O’Connor. The individual farmers are shippers to a great 
extent. At one of these hearings not long ago, which is now pending 
in court, a proceeding before the Board brought by the Department of 
Agriculture to have the system declared illeg: al, representatives of the 
farm or ganizations testified there in behalf of farmers of the countr y 
against this dual rate system. 

“Mr. Petty. Youare not answering my question. 

I want to get the information basically as to what the volume would 
be by the individual farmers as against the Federal Government. 

Mr. O'Connor. Well, I understand it is very considerable, according 
to the testimony. These farm organizations represent individual 
farmers. 

Mr. Petty. You mean as groups ¢ 

Mr. O’Connor. Yes, the National Grange and the farm cooperatives 
and this, that, and the other. There area half a dozen of them. Then, 
of course, the Department of Agriculture, by itself, is a tremendous 
shipper of agricultural products, That is due, principally, recently, 
to the Government-aid programs and so forth. But the individu: aul 
farmer has spoken against it through his representatives in these farm 
organizations. 

Mr. Petty. Are there, to your knowledge, any contracts based on the 
dual system with individual farm organizations; in other words, the 
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agreement whereby they would continue to ship their agricultural 
products over conference lines which are signed with farm organiza- 
tions themselves ? 

Mr. O’Connor. It would not be signed with the farm organizations. 
It would be signed with the indiv idual shipper and, undoubtedly, they 
are complaining about it. There must be thousands of shippers who 
have signed up in order to get this lower rate. They just have to sign 
up to get the lower rate, or they are put out of business with their 
competitors. 

Mr. Petty. In this case, where do the foreign countries get their 
dollars to buy the products? 1 thought it was all on the Government- 
financed basis and that is where the counterpart funds came in. 

Mr. O’Connor. I understand that some of the farm witnesses are 
going to be here tomorrow and could probably enlighten you on that, 
but they would not be in these cases unless they were influenced, person- 
ally, as shippers. 

Mr. Petry. I will ask the farm representatives. 

I have just one other question about which I am curious. 

Have you any statistics, or could you get statistics, to show where 
the conference companies have paid exorbitant dividends? I think 
you said they paid dividends to the same amount of the subsidy. 

Mr. O'Connor. Sometimes. 

Mr. Petty. Could you furnish any documentation ? 

Mr. O'Connor. I have seen in the papers, sometimes, where United 
States Lines or Moore-McCormack have declared a dividend of about 
$4 million for instance. 

Mr. Petty. That does not mean anything unless you know how 
much their investment is. 

Mr. O'Connor. No; I only compared it with the amount they re- 
ceived in subsidy. Down below, in the statement you would see that 
they received just about that amount in subsidy that year from the 
Government. 

Mr. Petiy. I am thinking of one stock that I had watched for 
years, the stock of a Pacific company that operates in the Pacific. As 
far as I know, it has never gone up in value. It has no interest for in- 
vestors at all. It has been just listed at about the same price for 
years. I cannot believe that, with these exorbitant rates, they could 
not have paid big dividends and advanced in price. I would like to 
know something about that. 

Mr. O’Connor. The American lines do not get exorbitant rates. 
It is the foreign lines that get the exorbitant rates by reason of the 
permission to use this dual-rate system. 

I say that, when the American ceiling is taken as a rate for all the 
conference members, that is usually a fair ceiling for American op- 
erators. I am not complaining about that. The American operator 
gets $25 from San Francisco to Japan. It is, probably, reasonably 
compensatory. But for the foreigner to get $25 at the s same time, 
when he could carry it for half or less, I say only results from the 
use of this dual-rate system. 

Mr. Pexy. Is not the only answer to that that, in order to preserve 
an American merchant marine, it is necessary to have a certain level 
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under which the American lines would otherwise go broke and we 
would lose those ships ? 

Mr. O’Connor. de not know whether you are actually preserving 
the American merchant marine. You have a thousand ships operating 
and, remember, the people who are crying on your shoulder do not 
operate more than 300 of them. 

Mr. Petty. You say that the freight rates are not exorbitant, based 
on the cost of our ships; that they are exorbitant for foreign. The 
answer seems to me to be that, if you do away with the dual system, 
then your foreign lines are going to take over the business and your 
American lines are going out of business and there is no merchant 
marine. 

Mr. O’Connor. Well, that remains to be seen. 

Mr. Petty. I do not want to see it. 

Mr. O’Connor. I do not believe you would ever. 

Mr. Petry. I think we are entitled to an interim period. 

Mr. O’Connor. I do not believe you would ever see it. That buga- 
boo has been held over your head. We are not talking about an interim 
rose You may, in good faith, intend it as an interim. This is the 
ast stall which will cement the thing after the courts have spoken. 

Mr. Petty. I think that, certainly, the Congress has the right to 
allow a reasonable length of time. Even the Supreme Court did that 
with segregation. 

Mr. O’Connor. Did Congress step in and do it ? 

Mr. Petry. I think somebody did. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Glenn ? 

Mr. Ginn. I have no questions. 

The Cuarrman. Mr. Dingell? 

Mr. Dinceti. Thank you, Mr. Chairman. 

Are you testifying for or against this bill, H. R. 12751? 

Mr. O’Connor. Iam testifying against it. 

Mr. Dinceii. Do you have any feelings on the relationship of this 
bill and the recent decision of the Supreme Court outlawing dual 
rates? Maybe I missed that, Mr. Chairman. 

Mr. O’Connor. Well, of course, I have said at the beginning this 
morning that all these similar bills are, in effect, declaring a mora- 
torium on the effectiveness of this decision of the Supreme Court. 

Mr. Dineett. Thank you, Mr. Chairman. 

The CuatrMan. Thank you, sir. 

Mr. O’Connor. Mr. Chairman, this morning something was said 
about these contracts which the shippers sign, tying themselves up to 
the dual-rate system. I have 3 forms in 3 different conferences, 
which I would like to file with the committee for the information of 
anybody who might be interested in it. They run from a 50-percent 
penalty toa 100-percent penalty for any violation of the contract. 

The Cuatrman. All right. 

Mr. O’Connor. Thank you very much. 

The Cuatrman. They will be placed in the record. 

(The documents referred to follow :) 
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ExHIBIT 12 
TRANS-PACIFIC FREIGHT CONFERENCE OF JAPAN 
AGREEMENT FOR THE CARRIAGE OF FREIGHT 


Comtric’ Ney ncncumenn 


THis. AEVOGMONS ORS DOtWeelh <c.cic akc nnn enna nceninienasaes hereafter 
called the Shipper, and the Members of the Trans-Pacific Freight Conference 
of Japan, hereinafter called the Carriers, provides as follows: 

1. The Shipper agrees to forward or cause to be forwarded by vessels of 
the Carriers all shipments made directly or indirectly by him, his agents, sub- 
sidiaries, associated or parent companies, from Japan, Korea and Okinawa to 
Hawaii and Pacific Coast ports of the United States and Canada, whether such 
shipments are made C. I. F., C. & F., F. O. B., ex godown or by any other terms. 

In agreeing to so confine the carriage of its (their) shipments to the vessels 
of the Carriers, the Shipper hereby promises and declares it is the intent and 
purpose to do so without evasion or subterfuge either directly or indirectly by 
any means, including the use of intermediaries or subsidiaries. 

2. The Carriers agree to carry the Shipper’s cargoes so far as their regular 
services are available, at the Contract rates set out in the Tariff of the Trans- 
acific Conference of Japan. Rates of freight are subject to reasonable in- 
crease. The Carriers undertake to give the Shipper notice of increase 
by letter, by general posting of revisions of tariff rates in the office of the 
Secretary, Trans-Pacific Freight Conference, or by press announcement thereof. 
Increases shall not become effective until the expiration of the calendar month 
during which notice is given and of the two calendar months next following. 

For the purpose of giving the Shipper notices of all changes in rates, the 
Shipper shall furnish the Conference Secretary a list of commodities in which 
the Shipper is interested, and if requested, the Shipper shall thereafter receive 
notice of change of rates applicable to said commodities. Should the Carriers 
during the period of this Agreement reduce rates on any commodity on which 
Contract rates are applicable, the Shipper shall be given the full benefit of 
such reduced rates during the period same remain in effect. 

8. All Conference rules, regulations, terms and conditions in the Tariff of 
the Trans-Pacific Freight Conference and the respective addenda current at 
the time of shipment of goods are part of this Agreement. 

4. The Carriers undertake to maintain a shipping service which shall be 
adequate to meet the reasonable requirements of the commerce of Japan moving 
in the trade specified in Paragraph 1 above. The Shipper may select any 
vessel in the regular services of the Carriers subject only to mutual agreement as 
to quantity per vessel and to ability of vessel to carry. 

If the Carriers do not furnish space after the Shipper applies therefor, the 
Shipper may secure space elsewhere without prejudice, provided he first notifies 
the Secretary, Trans-Pacific Freight Conference, Tokyo, Japan, of his require- 
ment for space and provided the Secretary does not notify him within seven (7) 
days thereafter, excluding Sundays and holidays, of the availability of space 
within the ensuing thirty (30) days period. 

5. If the Shipper shall make or cause to be made, any shipment in violation of 
this Agreement, the Shipper shall pay as liquidated damages to the Carriers fifty 
percentum (50 percent) of the amount of freight which the Shipper would have 
paid had such shipment been made in a vessel of the Carriers at the Contract rate 
currently in effect. Upon failure of the Shipper to pay liquidated damages within 
thirty (30) days after receipt of demand from the Carriers, the Carriers shall 
terminate the Shipper’s right to the Contract rates until the Shipper pays to the 
Carriers the amount due. If the Shipper violates this Agreement more than once 
in any period of twelve (12) months, the Carriers shall cancel this Agreement by 
serving written notice upon the Shipper. If the Agreement is thus cancelled, the 
Carriers shall refuse to enter into a new Agreement with the Shipper until 
ninety (90) days after any unpaid liquidated damages due to the Carriers have 
been paid in full. 
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The Shipper shall, upon request, furnish to the Carriers full and complete 
information with respect to any shipment made, or cause to be made, by the 
Shipper in the trade covered by this Agreement. 

6. In case of urgency or other special circumstances the Secretary shall per- 
mit shipments by other means than a vessel of a Carrier. If the Shipper sub- 
mits written proof satisfactory to the Secretary of the Trans-Pacific Freight 
Conference that a foreign buyer on an F. O. B. or F. A. S. shipment from Japan 
has designated a non-Conference vessel for a shipment, then such shipment will 
be exempt from this Agreement. The Carriers may thereafter deny Contract 
rates on subsequent cargo consigned to or by such foreign buyer in vessels of 
the Carriers to destinations specified under Paragraph 1 above unless such 
foreign buyer shall first subscribe to a contract with the Carriers. 

7. Shipments under this Agreement are subject to all the terms and conditions 
of the respective Carrier’s engagement note, permit dock receipt and bill of 
lading in use by the Carrier when shipments are tendered. 

8. The Carriers may cancel this Agreement or suspend service in the event of 
hostilities or threat thereof which reasonably may be anticipated to affect the 
trade covered by this Agreement. 

9. This Agreement may be terminated by either Party by notice in writing 
and such termination shall become effective three (3) calendar months after re- 
ceipt by the other Party of such written notice. 

10. Any controversy, claim or dispute arising out of or relating to this Agree- 
ment which cannot be settled amicably shall be settled by arbitration in Tokyo, 
Japan. Each of the interested parties shall within seven (7) days of the filing 
of a submission or demand for arbitration nominate one arbitrator each who, 
failing agreement, shall appoint a third arbitrator and the award of the ma- 
jority shall be binding upon the parties and judgment upon the award rendered 
may be entered in any court having jurisdiction thereof. 

11. Each Member of the Conference is responsible for its own part only in 
this Agreement. Both the Shipper and the Carriers promise and declare they 
will faithfully perform and carry out all the obligations and promises on their 
part to be performed in order to obtain the maximum mutual benefits here- 
under. 

The Carriers which are Members of the Trans-Pacific Freight Conference of 
Japan at the time of execution of this Agreement are listed on the reverse side 
of this Agreement. 

Should additional Carriers become Members of the Trans-Pacific Freight Con- 
ference after the date of this Agreement, the terms of this Agreement shall apply 
fully to such Carrier from the date of Membership; should any Carrier cease to 
be a Member of such Conference, all future rights under this Agreement of such 
Carrier shall thereupon terminate. 

PCE TNO oo icc COOOr scanowcwan ee Seay 

Shipper’s Address(es) : 


(Title) 
TRANS-PACIFIC FREIGHT CONFERENCE OF 
JAPAN, 
{Revenue Stamp] 


Secretary 
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PARTICIPATING CARRIERS 


American Hawaiian Steamship Co. | 
American Mail Line, Ltd. 
American President Lines, Ltd. 
Barber-Wilhelmsen Line; Wilhelm 
sens Dampskibsaktieselskab 
A/S Den Norske Afrika-og 
Australielinie 
S Tonsberg 
S Tankfart I 
S Tankfart IV 
S Tankfart V 
S Tankfart VI 
Skibsaktieselskapet Varild 
Skibsaktieselskapet Marina 
Aktieselskabet Glittre 
Dampskibsinteresentskabet 
Garonne 
Skibsaktieselsakpet Sangstad 
Skibsaktieselskapet Solstad 
Skibsaktieselskapet Siljestad 
Dampskibskaktieselskabet 
International 
Skibsaktieselskapet Mandeville 


rrr re 


Li 





Skibsaktieselskapet Goodwill | 
(as one party only) | 

Canadian Pacific Steamships Ltd. 

Daido Kaiun Kaisha, Ltd. 

De La Rama Lines: 
The De La Rama Steamship 

Co., Inc. 
The Swedish East Asia Co., Ltd. 
The Ocean Steam Ship Co., Ltd. | 
The China Mutual Sieam Navi- 
gation Co., Ltd. 
Nederlandsche Stoomvart Maat 
schappij “Oceaan”, N. V. 
(as one party only) 

The East Asiatie Co., Ltd. 

Ivaran Lines-Far East Service: 
Skibsaktieselskapet Igadi 
Aktieselskapet Ivarans Rederi 
Aktieselskapet Lise 

(as one party only) 

Kawasaki Kisen Kaisha, Ltd. 


11. 


19). 


20 


Knutsen Line: 
Dampskibsaktieselskapet 
Jeanette Skinner 
Skibsaktieselskapet Pacific 
Skibsaktiselskapet Marie Bakke 
Dampskibsaktieselskapet Golden 
Gate 
Dampskibsaktieselskapet 
Lisbeth 
(as one party only) 

Kokusai Line 
Kokusai Kaiun Kaisha, Ltd. 
lino Kaiun Kaisha, Ltd. 
Mitsubishi Kaiun Kaisha, Ltd. 
Nissan Kisen Kaisha, Ltd. 
Toho Kaiun Kaisha, Ltd. 

(as one party only) 
Mitsui Steamship Co., Ltd. (Mitsui 
Line) 
A. P. Moller-Maersk Line 
Dampskibsselskabet af 1912 
Aktieselskab 
Aktieselskabet Dampskibsseis- 
kabet Svendborg 
(as one party only) 

Nippon Yusen Kaisha 

Osaka Shosen Kaisha, Ltd. 

Pacific Far East Line, Inc. 

Pacific Orient Express Line 
Skibsaktieselskapet Norheim 
Skibsaktieselskapet Vito 
Skibsaktieselskapet Kirkoy 
Skibsaktieselskapet Skagerak 
Transatlantic Steamship Com- 

pany 
(as one party only) 

Pacific Transport Lines, Inc. 

Shinnihon Steamship Co., Ltd. 

States Marine Lines 
States Marine Corporation 
States Marine Corporation of 

Delaware 
(as one party only) 

States Steamship Co. 

Waterman Steamship Corp. 

Yamashita Steamship Co., Ltd. 
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Exursit J 


JAPAN-ATLANTIO AND GULF FREIGHT CONFERENCE 
AGREEMENT FOR THE CARRIAGE OF FREIGHT 


UGEIOEE IN, ccccaciocn 


EE MCOOUEERE. TAGS OCW he cc cictcisis cnc mndindadntewaaik , hereinafter 
called the Shipper, and the Members of the Japan-Atlantic and Gulf Freight 
Conference, hereinafter called the Carriers, provides as follows: 

1) The Shipper agrees to forward or cause to be forwarded by vessels of the 
Carriers all shipments made directly or indirectly by him, his agents, subsidiaries, 
associated or parent companies, from Japan, Korea and Okinawa to United 
States Gulf Ports and Atlantic Coast Ports of North America, whether such 
shipments are made C. I. F., C. & F., F. O. B., ex godown or by any other terms. 

2) The Carriers agree to carry the Shipper’s cargoes so far as their regular 
services are available, at the Contract rates set out in the Tariff of the Japan- 
Atlantic and Gulf Freight Conference. Rates of freight are subject to reasonable 
increase. The Carriers undertake to give the Shipper notice of increase by letter, 
by general posting of revisions of tariff rates in the office of the Secretary, Japan- 
Atlantic and Guif Freight Conference, or by press announcement thereof. In- 
creases shall not become effective until the expiration of the calendar month dur- 
ing which notice is given and of the two calendar months next following. 

For the purpose of giving the Shipper notices of all changes in rates, the 
Shipper shall furnish the Conference Secretary a list of commodities in which 
the Shipper is interested, and the Shipper shall thereafter receive notice of 
change of rates applicable to said commodities. Should the Carriers during 
the period of this Agreement reduce rates on any commodity on which Contract 
rates are applicable, the Shipper shall be given the full benefit of such reduced 
rates during the period same remain in effect. 

3) All Conference rules, regulations, terms and conditions in the Tariff of the 
Japan-Atlantic and Gulf Freight Conference and the respective addenda current 
at the time of shipment of goods are part of this Agreement. 

4) The Carriers undertake to maintain a shipping service which shall be 
adequate to meet the reasonable requirements of the commerce of Japan, Korea 
and Okinawa moving in the trade specified in Paragraph 1 above. The Shipper 
may select any vessel in the regular services of the Carriers subject only to 
mutual agreement as to quantity per vessel and to ability of vessel to carry. 

If the Carriers do not furnish space after the Shipper applies therefor, the 
Shipper may secure space elsewhere without prejudice, provided he first noti- 
fies the Secretary, Japan-Atlantic and Gulf Freight Conference, Tokyo, Japan, 
of his requirement for space and provided the Secretary does not notify him 
within three (3) days thereafter, excluding Sundays and holidays, of the avail- 
ability of space on Carriers’ vessels within the ensuing fifteen (15) day period. 

(5) If the Shipper shall make or cause to be made, any shipment in violation 
of this Agreement, the Shipper shall pay as liquidated damages to the Carriers 
fifty percentum (50%) of the amount of freight which the Shipper would have 
paid had such shipment been made in a vessel of the Carriers at the Contract 
rate currently in effect. Upon failure of the Shipper to pay liquidated damages 
within thirty (30) days after receipt of demand from the Carriers, the Carriers 
shall terminate the Shipper’s right to the Contract rates until the Shipper pays 
to the Carriers the amount due. If the Shipper violates this Agreement more 
than once in any period of twelve (12) months, the Carriers shall cancel this 
Agreement by serving written notice upon the Shipper. If the Agreement is thus 
eancelled, the Carriers shall refuse to enter into a new Agreement with the 
Shipper until any unpaid liquidated damages due to the Carriers have been paid 
in full. 

The Shipper shall, upon request, furnish to the Carriers full and complete 
information with respect to any shipment made, or caused to be made, by the 
Shipper in the trade covered by this Agreement. 

(6) Notwithstanding any other provision of this Agreement, if the Shipper 
submits written proof satisfactory to the Secretary of the Japan-Atlantic and 
Gulf Freight Conference that a foreign buyer on an F. O. B. or F. A. S. shipment 
from Japan has designated a non-Conference vessel for a shipment, then such 
shipment will be exempt from the Agreement. The Carriers shall thereafter deny 
Contract rates on subsequent cargo consigned to such foreign buyer on an F. O. B. 
or F. A. S. basis, in vessels of the Carriers to destinations specified under Para- 
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graph 1 above unless such foreign buyer shall first subscribe to a contract with 
the Carriers. 

(7) Shipments under this Agreement are subject to all the terms and con- 
ditions of the respective Carrier’s engagement note, permit, dock receipt and bill 
of lading in use by the Carrier when shipments are tendered. 

(8) The Carriers may cancel this Agreement or suspend service in the event 
of hostilities or threat thereof which reasonably may be anticipated to affect the 
trade covered by this Agreement. 

(9) This Agreement may be terminated by either Party by notice in writing and 
such termination shall become effective three (3) calendar months after receipt 
by the other Party of such written notice. 

(10) Any controversy, claim, or dispute arising out of or relating to this 
Agreement which cannot be settled amicably shall be settled by arbitration in 
Tokyo, Japan. Each of the interested parties shall within seven (7) days of the 
filing of a submission or demand for arbitration nominate one arbitrator each 
who, failing agreement, shall appoint a third arbitrator and the award of the 
majority shall be binding upon the parties and judgment upon the award ren- 
dered may be entered in any court having jurisdiction thereof. 

(11) Each Member of the Conference is responsible for its own part only 
in this Agreement. 30th the Shipper and the Carriers promise and declare 
they will faithfully perform and carry out all the obligations and promises 
on their part to be performed in order to obtain the maximum mutual benefits 
hereunder. 

The Carriers which are Members of the Japan-Atlantic and Gulf Freight Con- 
ference at the time of execution of this Agreement are listed below. 

Should additional Carriers become Members of the Japan Atlantic and Gulf 
Freight Conference after the date of this Agreement, the terms of this Agree- 
ment shall apply fully to such Carrier from the date of Membership; should 
any Carrier cease to be a Member of such Conference, all future rights under 
this agreement of such Carrier shall thereupon terminate. 

(12) The Shipper will indicate for the information of the Conference, the 
approximate annual tonnage to be moved under this Agreement: Minimum ton- 
nage (2000 Ibs. or 40 cu. ft.) Maximum tonnage (2000 lbs. or 40 cu. ft.) 

(13) The Carriers which are Members of the Japan-Atlantic and Gulf Freight 
Conference are as follows: 


Executed this__ 4 i a inp sane insane EIN: OM cl bcccitua ice sa chi ieee RDS ciccscict 


Shipper’s Address(es) : 


DOF i inc nivesticn Sch white nen eee 
(Title) 
[Revenue Stamp] JAPAN-ATLANTIC AND GULF FREIGHT 
iti CONFERENCE, 
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inafter called the Shipper, and Members of Far East Conference, designated below 
and hereinafter called the Carriers, it being understood and agreed to by the 
Shipper and by the Carriers that if the Far East Conference add any additional 
line or lines to their membership, such line or lines shall thereby become party 
to this agreement, and the Shipper shall have the right to request shipping space 
of such line or lines as in this agreement provided; and should any line or lines 
cease to be members of said Conference, all future rights under this agreement 
of such line or lines, and of the Shipper as to any such line or lines, shall there- 
upon terminate. 
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1. The Shipper, in consideration of the rates and other conditions stated herein 
agrees to forward by vessels of the Carriers all shipments made, directly or in- 
directly, by him, his agents, subsidiary, associated and/or parent companies and 
shipped from United States ports, excepting, however, Pacific Coast ports, to 
ports in Japan, Korea, Formosa, Siberia, Manchuria, China, Indo-China and 
Philippine Islands. 

The commodities involved, the estimated quantities and the rates and condi- 
tions to govern are shown on the attached supplement or supplements. It is 
mutually understood and agreed that if shipper should subsequently forward any 
commodity other than those shown on attached supplement or supplements, said 
shipments are considered to be part of this agreement, and therefore entitled to 
the lowest rate then in effect on such commodity without requiring shipper to 
conclude a supplemental agreement with the Carriers. 

2. The rates of freight named or provided for hereunder are subject to being 
increased reasonably from time to time by the Carriers giving the Shipper written 
notice thereof not less than ninety (90) days in advance of the increase. In- 
creases shall be deemed accepted by the Shipper unless he notifies the Carriers to 
the contrary within thirty (80) days from the receipt of said notice. Within said 
thirty days, the Shipper may give the Carriers written notice of cancellation of 
this contract as of the effective date of the increased rate or rates, subject, never- 
theless, to the option on the part of the Carriers, declarable not less than thirty 
days prior to the effective date of the increase in rate or rates, either to accept 
the cancellation, or to continue this contract in force under the rates in effect at 
the date when the notice of increase shall have been given. Recognizing that it 
will be impracticable for the Carriers to give notices of increases of all rates to 
all contracting shippers, it is agreed that the Carriers shall furnish to the Shipper 
notices of all increases in rates applicable only to the commodity or commodities 
specified in the attached supplement or supplements and such additional com- 
modity or commodities as to which the Shipper shall have given written notice to 
the Chairman of the Far East Conference of his intention to ship. 

Should the Carriers, during the term of this agreement, reduce rates on any 
commodities which are covered by the attached supplement or supplements, or 
which are mentioned in any notice given by the Shipper to the Carriers as afore- 
said, the Shipper shall be given the full benefit of such reduced rates during the 
period the same remain in effect; provided, however, that nothing herein con- 
tained is intended to preclude the Carriers from furnishing transportation for 
goods not intended for commercial or industrial use, shipped by governments, 
governmental agencies, or public or private, national or international, charitable, 
eleemosynary or humanitarian agencies, or religious or missionary societies, at 
rates lower than the rates herein provided for: and if the Carriers do so carry 
at such lower rates, the Shipper shall have no right hereunder to require the 
Carriers to transport for the Shipper at such lower rates. 

3. The Carriers undertake, throughout the period of this Agreement, to main- 
tain a steamship service which shall, so far as concerns the frequency of sailings 
and the carrying capacity of their vessels, be adequate to meet all of the reason- 
able requirements of the commerce of the United States moving in the trades 
specified in Paragraph 1 hereof; and the Carriers further agree that, subject 
to the availability of unbooked space in the vessels of the Carriers at the time 
when the Shipper applies therefor, the vessels of the Carriers shall, subject to the 
provisions of Paragraph 5 hereof, transport the cargoes of the Shipper in the 
aforesaid trade, upon the terms and conditions herein set forth. 

The Shipper shall have the option of selecting any of the vessels operated by 
any of the respective Carriers who at time of shipment are Members of the Far 
Fast Conference, provided that the required space to port of destination is avail- 
able in the vessels selected either direct or with transshipment at the time when 
the Shipper makes application therefor. The Shipper shall be required to reach 
agreement with the respective Carriers as to the quantity to be shipped per vessel, 
port or ports of loading, port or ports of discharge, and to apply for freight space 
as long prior to the vessel’s advertised sailing date as practicable. If the Carriers 
do not furnish space after the Shipper duly applies therefor, the Shipper shall 
be free, with respect to such shipment, to secure space elsewhere without prej- 
udice to his right to future shipments under this agreement, provided that the 
Shipper first notifies the Chairman of the Far Fast Conference at New York and 
allows the Chairman forty-eight (48) hours from the receipt of such notice to 
confirm that such space is not available. 
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4. If, at any time, the Shipper shall make any shipment or shipments in viola- 
tion of any provision of this Agreement, the Shipper shall pay liquidated damages 
to the Conference in lieu of actual damages which would be difficult or im- 
practicable to determine. Such liquidated damages shall be paid in the amount 
of freight which the Shipper would have paid had such shipment or shipments 
moved via a Conference Carrier computed at the contract rate or rates currently 
in effect. Failure of the Shipper to pay liquidated damages within thirty days 
after the receipt of notice from the Conference that such liquidated damages are 
due and payable shall be cause for the Conference to terminate the Shipper’s 
right to the contract rates until the Shipper pays to the Conference the amount 
due. In the event the Shipper violates this contract more than once in any pe- 
riod of twelve months, the Conference may cancel this contract by serving writ- 
ten notice of such cancellation upon the Shipper and notifying the Federal Mari- 
time Board of such action. If the contract is cancelled for violation thereof as 
provided herein, the Conference may refuse to enter into a new contract with the 
Shipper until any unpaid liquidated damages due to the Conference have been 
paid in full. 

In order that the Conference may determine the existence or non-existence of a 
violation hereof, the Shipper shall, upon request, furnish to the Conference full 
and complete information with respect to any shipment or shipments made by 
such Shipper in the trade covered by this Agreement. 

5. Shipments under this Agreement are subject to all the terms and conditions 
contained in the respective Carrier’s engagement note, permit, dock receipt 
and/or regular form of bill of lading, in use by the Carrier when shipments are 
tendered. 

6. In the event of any hostilities breaking out or threatening to break out, in 
which the United States and/or Great Britain and/or Japan and/or China 
and/or Indo-China and/or Russia and/or their Colonies are involved, or by which 
the Carrier’s interests are affected, the Carriers have the option of cancelling this 
agreement. 

7. In compliance with Section 16 of the “Shipping Act, 1916,’ payment by the 
Carriers and the acceptance of freight brokerage by the broker is with the strict 
understanding that no part of the brokerage thus collected shall revert to the 
Shipper, or to the consignee, and that the business of the broker is in no sense 
subsidiary to or affiliated with that of the Shipper or the consignee. 

8. Any disputes between the parties hereto arising out of this Agreement or 
involving the interpretation or effect thereof, shall be referred to a board of 
three arbitrators, one of whom shall be appointed by the Shipper, the second of 
whom shall be appointed by the Carriers, and the third of whom shall be 
appointed by the two arbitrators appointed as aforesaid. The decision of any two 
of said arbitrators with respect to any matter submitted to them as aforesaid, in- 
cluding, but without limitation, the amount of damages arising from any breach 
of this agreement, shall be final and binding upon the Shipper and the Carriers, 
and, for the prpose of enforcing any such award, the same shall be made a rule of 
the Court. 

9. This Agreement, subject to the conditions set forth herein, may be termi- 
nated upon ninety (90) days written notice by the Shipper, or by all of the 
Carriers, or by any one or more of the Carriers (in which case such cancellations 
shall be effective only as to the notifying Carriers). If this Contract shall be 
terminated as to some, but not all, Carriers, the Shipper shall be at liberty to ship 
by such terminating Carriers so long as such terminating Carrier or Carriers re- 
main members of the Far East Conference without thereby violating this Con- 
tract. 

10. In the event of threat, existence or continuance of any present or future war 
or war-like conditions or hostilities or civil commotion, or measures taken by 
any Government in consequence thereof or in connection therewith, or the exist- 
ence or continuance of conditions which, in the opinion of any one or more of 
the Carriers, indicates that there isa danger of any of the foregoing, which, may 
impede, obstruct or delay, or render impossible or hazardous performance of its 
or their obligations due to the requisition, seizure or loss of any of the vessels of 
any one or more of the Carriers, or any other cause whatsoever whether similar 
or dissimilar, or which ,in the sole judgment of any one or more of the Carriers, 
may directly or indirectly result in the imposition upon it or them of any undue 
financial or other hardship or burden in the performance of its or their obliga- 
tions, any one or more of the Carriers shall have the option of forthwith can- 
celling this Agreement as to it or them. If this Agreement shall be cancelled as 
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to some but not all of the Carriers the Shipper shall be at liberty to ship by such 
cancelling Carrier or Carriers so long as such cancelling Carrier or Carriers re- 
main members of the Far Bast Conference without thereby violating this Agree- 
ment. 

11. It is agreed that the party herein referred to as the Shipper is not the 
agent or broker for any principal, whether disclosed or undisclosed, and that no 
party who is not named herein or at the foot hereof shall have any rights as 
Shipper by virtue hereof. 


(Title ) 
(Address of Shipper) 
SUBSIDIARY, ASSOCIATED AND/OR PARENT COMPANIES: 


For AND ON BEHALF OF MEMBERS OF FAR PAST CONFERENCE: 
(List of Members on Reverse side) : 
By 


Chairman 
11 Broadway, New York 4, N. Y. 
(Address of shipper Must be Shown on Contract ) 


LIST OF CARRIERS 


American-Hawaiian Steamship Co. 
American President Lines, Ltd. 
Daido Kaiun Kaisha, Ltd.: A. L. Burbank & Co., Ltd., general agent. 
The De La Rama Steamship Co., Inc. 
The Swedish East Asia Co., Ltd. 
The Ocean Steam Ship Co., Ltd. 
The China Mutual Steam Navigation Co., Ltd. 
Nederlandsche Stoomvaart Maatschappij “Ocean” N. V.: 
De La Rama Lines 
Funch, Edye & Co., Inc., general agents 
Ellerman Lines, Ltd. 
Ellerman & Bucknall Steamship Co., Ltd. 
Hall Line, Ltd. 
The City Line, Ltd. : 
Bilerman & Bucknall Associated Lines 
Norton, Lilly & Co., general agents 
Skibsaktieselskapet Varild 
Skibsaktieselskapet Marina 
Aktieselskabet Glittre 
Dampskidinteressentskabet Garonne 
Skibsaktieselkapet Sangstad 
Skibsaktieselskapet Solstad 
Skibsaktieselskapet Siljestad 
Dampskibsaktieselskabet International 
Skibsaktieselskapet Mandeville 
Skibsaktieselskapet Goodwill : 
Fern-Ville Far East Lines: Fearnley & Eger 
and A. F. Klaveness & Co. A/S 
Fearnley & Eger, Inc., agents 
Intercontinental Marine Lines, Inc.: American & Overseas Ship Brokerage, Inc., 
general agents 
Isthmian Steamship Co. 
Aktieselskapet Ivarans Redfri 
Skibsaktieselkapet Igadi 
A/S Besco 
A/S Lise 
Ivaran Lines: Far Bast service 
Stockard & Company, Inc., general agents 
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Kawaski Kisen Kaisha, Ltd.: Kerr Steamship Co., Inc., general agents 
Nissan Kisen Kaisha, Ltd. 
Toho Kaiun Kaisha, Ltd. 
Iino Kaiun Kaisha, Ltd. 
Mitsubishi Kaiun Kaisha, Ltd. : 
(Kokusai Line) 
States Marine Corp. of Delaware, general agent 
Lykes Bros. Steamship Co., Inc. 
Mitsui Steamship Co., Ltd.: Wm. J. Roundtree Co., Inc., general agents 
Dampskibsselskabet Af 1912 Aktieselskab 
Aktieselskabet Dampskibsselskabet Svenborg: 
A. P. Moller-Maersk Line 
Moller Steamship Co., Inc., agents 
Nippon Yusen Kaisha: Boyd, Weir & Sewell, Inc., as agents 
Osaka Shosen Kaisha, Ltd. : American-Hawaiian 8. 8. Co., agents 
Prince Line, Ltd.: Furness Withy & Co., Ltd., agents 
Shinnihon Steamship Co.: Texas Transport & Terminal Co., Inc., agents 
States Marine Corp. 
States Marine Corporation of Delaware 
The Bank Line, Ltd.: Boyd, Weir & Sewell, Inc., agents 
United States Lines Co.: American Pioneer Line 
Waterman Steamship Corp. 
Wilhelmsen Dampskibsaktieselskab 
A/S Den Norske Afrika-Og Australielinie 
A/S Tonsberg 
A/S Tankfart I 
A/S Tankfart IV 
A/S Tankfart V 
A/S Tankfart VJ 
Barber Steamship Lines, Inc., agents 
Yamashita Kisen Kaisha: Norton, Lilly & Co., general agents 


Far East CONFERENCE MEMBERSHIP 


. American-Hawaiian Steamship Co. 
American President Lines, Ltd. 
. Daido Kaiun Kaisha, Ltd.: A. L. Burbank & Co., Ltd., general agent 
The De La Rama Steamship Co., Inc. 
The Swedish East Asia Co., Ltd. 
The Ocean Steam Ship Co., Ltd. 
The China Mutual Steam Navigation Co., Ltd. 
Nederlandsche Stoomvaart Maatschappij “Oceaan” N. V. (De La Rama Lines) 
Funch, Edye & Co., Inc., general agents 
5. Ellerman Lines, Ltd. 
Ellerman & Bucknall Steamship Co., Ltd. 
Hall Line, Ltd. 
The City Line, Ltd. (Ellerman & Bucknall Associated Lines) 
Norton, Lilly & Co., general agents 
6. Skibsaktieselskapet Varild 
Skibsaktieselskapet Marina 
Aktieselskabet Glittre 
Dampskibsinteressentskabet Garonne 
Skibsaktieselskapet Sangstad 
Skibsaktieselskapet Solstad 
Skibsaktieselskapet Siljestad 
Dampskibsaktieselskabet International 
Skibsaktieselskapet Mandeville 
Skibsaktieselskapet Goodwill (Fern-Ville Far East Lines Fearnley & Eger and 
A. F. Klaveness & Co. A/S) 
Fearnley & Khiger, Inc., agents. 
7. Intercontinental Marine Lines, Inc.: American & Overseas Shipbrokerage, 
Inc., general agents 
8. Isthmian Steamship Co. 
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9. Aktieselskapet Ivarans Rederi 
Skibsaktieselskapet Igadi: 
A/S Besco 
A/S Lise 
(Ivaran Lines-Far East service) 
Stockard & Co., Inc., general agents 
10. Kawasaki Kisen Kaisha, Ltd.: Kerr Steamship Co., Inc., general agents 
11. Nissan Kisen Kaisha, Ltd. 
Toho Kaiun Kaisha, Ltd. 
Lino Kaiun Kaisha, Ltd. 
Mitsubishi Kaiun Kaisha, Ltd. (Kokusai Line) 
States Marine Corp. of Delaware, general agent 
12. Lykes Bros. Steamship Co., Ine. 
18. Mitsui Steamship Co., Ltd.: Wm. J. Rountree Co., Inc., general agents 
14. Dampskibsselskabet Af 1912 Aktieselskab 
Aktieselskabet Dampskibsselskabet Svendborg (A. P. Moller-Maersk Line) 
Moller Steamship Co., Inc., agents 
15. Nippon Yusen Kaisha: Boyd, Weir & Sewell, Inc., as agents 
16. Osaka Shosen Kaisha, Ltd.: American-Hawaiian 8. 8. Co., agents 
17. Prince Line, Ltd.: Furness Withy & Co., Ltd., agents 
18. Shinnihon Steamship Co.: Texas Transport & Terminal Co., Inc., agents 
19. States Marine Corp. 
States Marine Corporation of Delaware 
20. The Bank Line, Ltd.: Boyd, Weir & Sewell, Inc., agents 
21. United States Lines Co. (American Pioneer Line) 
22. Waterman Steamship Corp. 
23. Wilhelmsen Dampskibsaktieselskab : 
A/S Den Norske Afrika-Og Australie-linie 
A/S Tonsberg 
A/S Tankfart I 
A/S Tankfart IV 
A/S Tankfart V 
A/S Tankfart VI 
sarber Steamship Lines, Inc., agents 
24. Yamashita Kisen Kaisha: Norton, Lilly & Co., general agents 
The CHatrman. We have an interesting letter from Mr. Robert 
Furness, attorney at law. 
(The letter follows :) 
Wasnineton, D.C. May 81, 1958. 
Re dual-rate hearing June 2, 1958. 


Mr. JOHN M. Drewry, 
Chief Counsel, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D.C. 

DeEAR Mr. Drewry: I will be unable to attend the hearing but submit the follow- 
ing statement in support of the proposed legislation as reported in Congressional 
Information Bureau May 29. 

Unless immediate remedial legislation is enacted, the foreign commerce of 
the United States is headed for utter chaos as the result of the Supreme Court 
decision of May 19, 1958, outiawing the dual rate system in the Japan-Atlantic and 
gulf trades, under section 14 of the Shipping Act, 1916. That decision upsets 
practices sanctioned by all of the regulatory agencies for more than 40 years. 

I wish to emphasize that although the Federal Maritime Board hearing in 
that case lasted for 3 months, not a single importer or exporter testified against 
the system or challenged its legality. And throughout the years from 1916 
to date the vast majority of shippers and receivers of freight in foreign commerce 
have supported the dual-rate system and have based their business practices on 
it. 

Nor does the evidence in the Supreme Court case show that the single carrier 
opposing the dual-rate system suffered from any discrimination, prejudice, or 
retaliation whatever. 

When the dual-rate system was scrapped by Japan-Atlantie and Gulf Freight 
Conference and the “open” rates took its place in March 1955, a long and de- 
structive rate war broke out resulting in irreparable damage to United States- 
flag carriers and throwing traders into confusion and uncertainty. Nobody gains 
from rate wars and if history means anything at all we are now in for more 
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rate wars unless Congress steps in. It is common knowledge that the United 
States steamship operators cannot hope to survive rate wars in the face of low- 
cost foreign-flag competition. The overwhelming consensus of importers and ex- 
porters favors stability of rates that is assured by the traditional dual rate 
system 
I am not here representing any carrier, exporter, importer, or other commercial 
interest. My interest is prompted by the fact that I was the Federal Maritime 
Board hearing examiner who conducted the hearing and wrcte the recommended 
decision in the proceeding which led to the Supreme Court decision in question. 
Respectfully, 
ROBERT FURNESS. 
(Letter from John J. O’Connor to Robert Furness follows :) 


LAW OFFICES, 
JOHN J. O'CONNOR, 

Washington, D. C., June 4, 1958. 

Re H. R. 12748, 12751, 12758, dual-rate hearings before House Merchant 
Marine and Fisheries Committee. 
Mr. RoBeRT FURNESS, 
isth and Pennsylvania Avenue NW., 
Washington, D.C. 


DreAR Bos: When you appeared to testify today, as I understand at the request 
of the chairman of the committee, I felt badly about your side remark to me “Did 
you call me a liar?” I did not—never! Someone must have “lied” to you, in so 
informing you. 

What happened was this: 

When the chairman hastily, yesterday, read (p. 134 of minutes) your letter 
of Saturday, May 31, reference his proposed legislation (H. R. 12751), not yet 
introduced, and like all the similar legislation, introduced ‘“‘by request,” I thought 
I heard read that you stated, in that letter, that in no hearing concerning dual 
rates had any shippers testified against the system. 

Whereupon I rose to state that your statement was “incorrect,” my exact 
word—and no other was used. Thereupon the chairman stated that I was saying 
you were “a liar,” a “damn liar,” repeating this several times. I then denied I 
had said any such thing, that it was the chairman who was saying it; that you 
were a good friend of mine, and that I was not accustomed to using the “short 
and ugly word.” 

Unfortunately, the chairman, on his own motion, struck out of the record— 
which would have appeared following page 135—all of this colloquy, including my 
words. I thought he was just striking out his own words. 

It was my mistake in wrongly interpreting your letter, as read. When I gota 
chance to read the letter, I immediately saw my mistake was in believing you 
were referring to all dual-rate hearings including the several over which you 
had presided, rather than this particular one, only (Federal Maritime Board 
Docket 730), which wound up in the Supreme Court. 

You, of course, well know that some shippers appeared in some dual-rate hear- 
ings in opposition to the system, and especially in the hearing, before you, at 
San Francisco, in 1947 (Docket No. 648) where, as I recall the record, practically 
all shippers of fruit abroad opposed the use of the dual-rate system. 

In the hearing in question, Docket 730, it is true that no shippers testified 
against the system, because all shippers were located in Japan, and while the 
conference could afford to bring on, and maintain for weeks, 3 Japanese shippers, 
who hesitatingly, and with several reservations, supported the introduction of 
the system, solely to end the rate war which had been started by the conference, 
the independent carrier was not equally opulent to afford such a very considerable 
expense. 

You will recall, however, that statements and documents from shippers and 
shipper organizations (exhibits 27, 48, 49, 52, 86, 106) were introduced in that 
hearing, in opposition to the system, or at least not in support of it. 

With sincere regrets that this situation has arisen, to becloud our long friend- 
ship, despite the fact that as presiding officer you often decided against me, I trust 
this letter will straighten out the situation. 

Sincerely yours, 
JOHN. 

Dear Mr. CHAIRMAN: I respectfully request that you make this letter part of 
the record. 

JOHN J. O’CoNnNOR. 
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The Cuarrman. Mr. O’Connor, I have stricken from the record 
the remarks that I made about the letter that I read and you can 
justify, if you will, a letter to me contradicting this letter and I will 
insert it in the record at this point. 

(The letter mentioned follows :) 


Law OFFICES, JOHN J. O’CONNOR, 
Washington, D. C., June 4, 1958. 


Re H. R. 12748, 12751, 12758, dual-rate hearings before House Merchant Marine 
and Fisheries Committee. 
Hon. Hersert C. BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, 
Wa-hington, D.C. 

DeaR Mr. CHAIRMAN: On June 3 during my testimony I mentioned that Lykes 
Bros. Steamship Co., Inc., one of the very largest American operators, a member 
of 34 conferences, some years ago brought several proceedings against several 
conferences, in which that company attacked the dual-rate system, used by those 
conferences, on the same grounds, if not more, as Isbrandtsen and the Depart- 
ments of Justice and Agriculture, ete., have done. 

Soley because, on the same day, Mr. Bartel, for Lykes, in effect denied that 
statement of mine and today Mr. Alex Cocke, vice president of Lykes, categori- 
cally denied it, without equivocation, I feel compelled to support my statement 
of facts, for over 10 years well known before the Federal maritime authorities, 
and in the shipping trades, to wit: 

Under date of August 29, 1947, over the name of William Radner, attorney, 
formerly chief counsel for the maritime authorities, 4 printed complaints *— 
copies now, and for 10 years, in my possession—were filed with the United States 
Maritime Commission, predecessor of the present Board, by the Lykes Co. 
against 4 different conferences : 

Deli/New York conference (Docket No. 663), 
Atlantic and Gulf/Dutch East Indies conference (Docket No. 664), 
Straits/New York conference (Docket No. 665), and 
Java/New York eonference (Docket No. 666). 
Those conferences were then controlled by foreign lines, 14 to 2 American lines, 
10 to 1,16 to 3, and 11 tol. 

In each complaint the following language was used: 

“12. Upon information and belief the respondents, acting in concert with each 
other, conspired to obtain a monopoly of the traffic in the trade described in 
paragraph 4 hereof, and said respondents have in fact obtained a monopoly of 
said trade, in restraint of the trade and commerce of the United States and to 
the detriment thereof, it being the purpose of object of such combination and 
conspiracy to exclude Lykes from participation in said trade. 

“13. In furtherance of said combination and conspiracy respondents have un- 
justly excluded Lykes from participation and membership in said conference. 

“14. As a means of effecting the purposes of said combination and conspiracy 
it has been and now is part of the plan and purpose of the respondents to estab- 
lish and maintain, and respondents have established and do maintain, a system 
of ‘contract rates’ and higher ‘noncontract rates,’ the sole consideration for the 
lower ‘contract rates’ being the agreement of the shipper party thereto exclusively 
to patronize members of the said conference in effecting its transportation re- 
quirements in the subject trade. 

“15. Respondents, by their combined economic power, exerted through the 
aforesaid exclusive patronage contracts and the coercive rate differentials herein- 
above mentioned, and otherwise, have induced and compelled many shippers to 
and from United States gulf ports to patronize the corporate respondents ex- 
clusively and to refrain from making any commitments to make shipments in said 
trade over Lykes’ line; Lykes has, therefore, been unable to operate its vessels in 
the trade described in paragraph 4 hereof, though Lykes has otherwise been 
ready, willing, and able so to do. Respondents have thereby deprived Lykes of a 
large amount of business which but for said acts done pursuant to said con- 
spiracy and combination Lykes could and would have procured. Unless such 
conspiracy and combination are condemned and respondents are required to cease 
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and desist from said practice, Lykes will be deprived of further business in said 
trade and will suffer irreparable injury.” 

Apparently such complaints were not pressed because Lykes later became a 
member of each of the said 4 foreign-dominated conferences, thus entitling the 
former most vehement complainer to join in the “monopoly in restraint of the 
trade and commerce of the United States,” and in said “combined economic 
power, exerted through said exclusive patronage contracts.” 

I also respectfully request you to make this letter part of the record. 

Respectfully yours, 
JOHN J. O'CONNOR. 

The Crairman. Our next witness is Mr. Ralph B. Dewey, presi- 
dent, American Steamship Association. 


STATEMENT OF RALPH B. DEWEY, PRESIDENT, PACIFIC AMERICAN 
STEAMSHIP ASSOCIATION 


Mr. Dewey. My name is Ralph B. Dewey, president, Pacific Ameri- 
can Steamship Association, which is a trade organization, comprised of 
American-flag ship operators, includes eight companies engaged in 
foreign and offshore ocean trades, and all are members of conferences 
governing their, routes. 

The invested capital in these companies’ ships is close to $200 
million. Most of these companies are holders of operating-differential 
subsidy contracts and are engaged in ship replacement programs 
which will eventually make their investments about four times present 
valuation. 

The stability of freight rates, in large measure a result of the dual- 
rate system, is of overriding import: ance in protecting present in- 
vestments and making future investments possible. 

Before I proceed with the rest of my statement, Mr. Chairman, I 
would like to comment on several things that have been brought 
forth in this hearing with the fear that the record might be standing 
on one foot in regard to some of them and needs a balancing. 

Some references have been made to inexperienced witnesses. I 
hesitate to outline my background but I started on the San Francisco 
waterfront in 1936, 22 years ago. My orientation is as an importer, 
rather than as a shipping man because that is where I got my early 
training in the business of fore ‘ign trade. 

Inference has been made that conferences are monopolies. In the 
transpacific trade there are 17 companies and if there is a monopoly 
i wonder what all the freight solicitors are doing out every morning 
hustling freight up and down California Street and down in the 
Central Valley. 

There was reference in previous testimony to the issue - renating, 
that certain conferences are really undisci plined in tl regard. 
The conferences have heard the same rumors that the previous witness 
referred to and, if there is any documentation on this, I am sure they 
would welcome receiving it in their offices in order to take corrective 
police action on it. 

‘These rumors should be nailed down. If anybody has documenta- 
tion, it should be brought forth immediately. 

The only two trade routes where rate wars have occurred in the 
postwar period have been routes where there was no dual-rate system. 

The Cuatrman. Where are those routes? 
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Mr. Dewey. The North Atlantic homeward and the Japan home- 
ward to the Pacific coast. 

The CuarrmMan. That is the one to which the decision referred ? 

Mr. Dewey. Partly. It wasa dual docket. 

The Cuamman. That is where the major trouble is? 

Mr. Dewry. That is where the two major crises have occurred. Both 
are routes where there was no dual-rate system in existence at the time. 

The reference was made that what has happened in the dual-rate 
system is that there are two rates charged for identical transporta- 
tion service. 

Mr. Chairman, it is not identical transportation service any more 
than where a man pays one rate of $12 for a hotel for 1 day and takes 
the same hotel room for a month at $200. It’s the identical hotel 
room, identical maid service, identical answers to the bell when it is 
rung, but one gentleman makes a long-term commitment and the 
other takes a 1-day shot at it. 

Further than this, it is not identical because the conference lines 
offer a far wider range of port destinations. They offer a far better 
class of ships in general. They offer schedules that will meet the 
needs of the shippers in that trade route and, finally, they have an 
obligation to the traders in that route. 

The figures the previous witness dispensed around the room on 
the differences in cost between American and foreign operators are 
approximately 13 years old. I do not know of any berth-line opera- 
tor today, American flag, that operates at $2,000 a day. It is much 
closer to $3,700 a day. 

This is a typical statement made by people unfamiliar with 
actual shipping operations and, perhaps, other witnesses that have 
had a longer tutelage in this than I could spell out. But, 5 years ago, 
Mr. Chairm: in, a di uily cost of a ship oper: ation under the American 
flag in the transpac ific route approximated $3,700, and there has been 
a lot happened in 5 years. 

Some comments were made that the subsidy represents a large por- 
tion of the dividends that certain companies pay out every yeal 
which is a very insidious kind of argument. I think the committee 
would be better or iented to think of the subsidy income in an average 
trade route, and this is without the benefit of a complete cale ulation 
but could be substantiated, as representing about 10 to 12 percent of 
that company’s income in any given year. So that, when you are talk- 
ing about exorbitant rates or rate wars, you are talking about com- 
yanies whose subsidy is a minimal part of their total i income, so that it 
is not the balance wheel that will permit them to go down to the base- 
ment on rates in a rate war. The subsidy gives them no fat to go 
down and grovel in the lower echelon on rates. 

Another point that needs clarification is that I believe the state- 
ment was made that only 60,000 people are employed in American 
shipping. I think there are 60,000 people in 1 labor union alone and 
close to 100,000 in all the labor unions involved. Those are just the 
men who sail the ships. 

The shore organizations are probably a ratio of 1 to 6, compared 
with seagoing personnel, I would say; so, that means there must be 
15,000 people involved in just the shore organization of the steamship 
lines, in addition to which there are, on the Pacifiic coast, 12,000 long- 
shoremen, and on the Atlantic coast, I would stand correc ted, but I 
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think in the neighborhood of 22,000. You could add it all up, Mr. 
Chairman, and the 60,000 figure needs a lot of refining. 

As regards the interest in this matter of the farm community, I 
think it must be clarified, and you can ask these questions when “the 
farm witness appears before you. But, to my knowledge, the Amer- 
ican Farm Bureau Federation, which has requested time in these 
hearings, is not a shipper. They are an omnibus farm group repre- 
senting 1.2 million farm f: amilies with 6 million people represented. 

Inevitably, when a farm group or individual growers pass judg- 
ment on the use of the conference system, the result is one of outright 
adherence to the system as self-preservation for them. I will point 
that out in my statement in a minute. 

I think, also, Mr. Chairman, that the reference by a previous witness 
to the Associated Ste: umship Lines in Manila as being a tentacle-type 
operation in which violations im any one of the tentacles bring reper- 
cussions in any of the others should be substantiated by expert knowl- 
edge on the subject. Frankly, Mr. Chairman, there is a lot of 
skepticism on that statement, and it should not be taken until checked. 

Of course, Mr. Mailliard made a very forthright attempt to correct 
this business about exorbitant rates. It seems to me that, if conference 
rates are exorbitant, anybody quoting only 6 to 10 percent under the 
exorbitant rate is also exorbitant. 

As a matter of fact, an independent operator has the privilege of 
going above the conference rate, be it the contract or the noncontract 
rates. He has that right and that privilege. I am sure there are 
many occasions when freight space is tight where the independent in 
question has gone above the conference rate charging, indeed, what 
the traflic will bear, so that, if the conference rate at that moment 
is exorbitant, then the independent who exceeds it is superexorbitant. 

Mr. Chairman, at the conclusion of my statement I would like to 
have the gentleman who is accompanying me at the witness stand make 
a statement. He is Mr. George Talmage, who is a member of our 
association’s traffic committee and vice president of the State Steam- 
ship Co. with some 37 years’ experience in the steamship business. 
Mr. Talmage has collaborated with me in pre paring this testimony. 

As this Nation has become ac ‘utely aware, decisions of the Supreme 
Court can have profound and sweeping effects upon the social, eco- 
nomic, and political course of events in the United States. The de- 
cision of May 19, 1958, by the Supreme Court in /sbrandtsen v. United 
States is of this magnitude. 

This decision so profoundly affects the economic framework in 
which the steamship industry operates as to suggest that clarifying 
legislation is essential at this time if American ships are to properly 
serve American commerce in world competition. 

The decision, likewise, profoundly affects the foreign trader whose 
very livelihood is predicated on stable and economical ocean trans- 
port. 

H. R. 12751, by Mr. Bonner, is designed to retain the contract-non- 
contract rate system, or dual-rate system, for a sufficient period of time 
to allow Congress and the foreign-trade commodity to continue 
present contractual relationships pending a determination that these 
contractual relationships should cease, or be altered. 

In upholding the lower court decision outlawing dual-rate systems 
in use by one particular conference, the Supreme Court struck at the 
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heart and soul of the entire conference system. Indeed, the Court 
struck at congressional intent, as expressed in the 1916 Shipping Act. 
And it is a most timely decision that this committee should seek to 
clarify its predecessor committee’s intent. 

More specifically, the issue before the industry and before this com- 
mittee at this time is what kind of ties did Congress intend should be 
used in keeping a conference system intact? Before answering this, 
a quick look at the conference itself and its function in world trade 
is in order. 

The question is often asked: What is a conference? I have tried to 
do it in two sentences here in simply saying that steamship conferences 

might best be likened to a railroad rate bureau, in that they set rates 
for a defined trading area, and do so under exemption from the anti- 
trust laws. 

They are voluntary unions of shipowners, foreign-flag and Ameri- 
can-flag, engaged ina partic ‘ular trade route, viz, North Atlantic ports 
to North Europe ports; California ports to the Far East, ete. 

Some 100 in number, ase have paid staffs in modest quarters in 
port cities and publish rate tariffs, and tariff changes as they are de- 
termined upon by recommendation of member traflic managers meet- 
ing as a rate committee, These rate committees and conference prin- 
ciples are responsive to individual shippers as well as shipper groups 
in setting rates. Conference agreements are approved by the Federal 
Maritime Board. 

By and large, the overwhelming preponderance of liner companies 
in any given trade route are members of the conference governing that 
route. Those who are not members are few in number, and operate in 
only a few scattered routes. Conference membership is voluntary 
and the only requirements are adherence to conference ground rules 
and a modest entry fee. 

In most trade routes, and where justified, the shipper trader or 
manufacturer establishes his relationship with the conference by means 
of signing an exclusive patronage contract which gives him the bene- 
fits of “contract rates,” usually 10 to 20 percent be low established rates, 
provided the shipper tenders all his cargo to member lines of the 
conference. 

It is this exclusive patronage requirement which has held confer- 
ences intact and thereby stabilized rates. It is significant that the 
prime leader in opposing the use of patronage contracts has not been 
the exporter and shipper organizations, but rather a single steamship 
line who argues that he has been discriminated against. 

As sail gave way to steam in ship propulsion, ocean schedules set- 
tled down to a more regular pattern. By the 1870’s a number of 
trade routes, mostly to and from Europe, had become “regularized” 
and liner-cargo fleets offered scheduled, advertised services at pre- 
scribed rates. 

Shippers and traders jumped at the chance to conduct their business 
with known-cost factors, in contrast to the previous uncertainty of de- 
partures and arrivals, volatile rate changes, and other attendant risks. 
A new era in trade development commenced, and with it came the de- 
mand for newer, faster, and more suitable vessels to serve the general 
merchandise trade. 

Lesser industrialized countries, such as the United States, which had 
heretofore been plagued with instability of transportation costs and 
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irregularity and inadequacy of ocean services, could now compete in 
world markets for a wide 1 variety of manufactured and processed 
goods. 

By the early 1900's, trade routes to and from the United States had 
conference arrangements but continued their business outside the 
scope of any carefully defined standards. Shortly after the passage 
of the Sherman Anti-Trust Act, certain lawsuits were filed naming the 
conferences, and industry members thereof, as being in restraint of 
trade. At the time foreign-flag shipping heavily dominated our trade 
routes. 

Congress determined to probe the matter to find out how American- 
flag traders and American-flag steamship lines could participate with- 
in the framework of our antitrust statutes. The result was an in- 
vestigation under the leadership of Chairman Alexander of the House 
Merchant Marine Committee, tallow ed by introduction of legislation 
to put conference arrangements under some kind of statutory stand- 
ard. Ultimately, this legislation was incorporated into what is now 
known as the 1916 Shipping Act. 

For 40 years, since the 1916 act, certain steamship conference  prac- 
tices, namely the use of deferred rebates and “fighting ships,” have 
been prohibited by specific provision in that statute. Others, among 
them the quoting of contract/noncontract rates, dual rates, have not 
been prohibited by law, nor has anyone in 40 years asked Congress to 
make it a prohibited practice. 

The issue has, however, been in the courts and the recent case un- 
fortunately confuses the matter. The conferences have found dual 
rates the least objectionable and most equitable method of giving ship- 
pers the service and rate stability they need to stay in business and 
is their best medium of self-regulation. At the same time, shippers 
have voluntarily tied themselves to the conference lines in such a way 
that the lines can be assured of a certain volume of patronage. With- 
out such collective assurance, from all or most shippers in a trade 
route, no shipowner can plan ahead. 

In the words of one Supreme Court brief on this subject: 

Hundreds of millions of dollars have been invested by our Government and by 
private parties in the building, for operation in the various United States foreign 
trades, of ships which incorporate the most advanced design. These moneys 
were invested on the theory that freight rates in United States foreign commerce 
could be stabilized by the dual-rate system, the only practicable defense, always 
regarded as lawful, against the kind of competition which would destroy such 
investments. If the consistent interpretation above outlined should now be 
abandoned, then rate competition will take the place of competition in quality 
of service: and the cheapest ship, entailing the lowest depreciation and the low- 
est insurance coverage, will be the most effective in the struggle for survival. 

(Brief filed by Japan-Atlantic/Gulf Freight Conference, Septem- 
ber 13, 1957.) 

Much has been made of the fact that it is not the conference sys- 
tem which was on trial on this case, but only the dual-rate device, im- 
plying that the conferences will survive even if dual rates, as a “ty- 
ing” or “binding” device does not. Nothing could be further from 
the truth. In order to see this, we must look ata little bit of history. 

As conference abuses became evident to shippers and traders in 
the early days of conference self-regulation, 1875-1900, a clamor went 
up from the foreign-trade community in England and the United 
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States for some kind of reform. A British Royal Commission com- 
menced a study in 1906 and in 1909 reported its findings to Parlia- 
ment. 

Its mandate was— 
to inquire into the operation of shipping rings, or conferences generally, and, 
more especially, into the system of deferred rebates, and to report whether 
such operations have caused injury to British or colonial trade, and, if so, what 
remedial action should be taken * * *, 

In this country, the House Merchant Marine and Fisheries Com- 
mittee, chaired by Joshua Alexander of Missouri, commenced in 1912 
a 2-year study of conferences, and reported to Congress its findings 
in 1914. This Alexander report became the basis of conference regu- 
lation as provided in the 1916 Shipping Act. 

Both studies commenced in an atmosphere of hostility to confer- 
ences and tying arrangements with shippers, and both wound up with 
recommendations for not only continuing the conference system, but 
also recognized the benefits to both shipowner and shipper of a tying 
arrangement as absolutely essential to bind the conference together, 
provided the tie was fair and equitable. 

Without some kind of a tie, these reports said, the conference it- 
self, and its rate structure, would be a meaningless thing for both 
shipowner and the exporters and importers. In the Alexander re 
port, the committee analyzed four methods by which conferences 
sought to meet outside competition. These four are: 

The deferred-rebate system, whereby a shipper gives 100-percent 
patronage to conference lines in exchange for a cash rebate at some 
future time, usually paid 6 months after the end of the period for 
which it is computed, and then only if exclusive patronage has been 
continual right up to the moment of rebate. 

2. “Fighting ships,” whereby a conference designates one of its 
members’ ships to “straddle” the loading dates of a would-be non- 
conference competitor, and cut the rate to any level necessary to keep 
him from getting cargo. Losses sustained by the fighting ship are 
shared by all members of the conference. 

3. Refusal by conference lines of space to shippers who patronized 
nonconference carriers. 

4. The contract system, whereby shippers who guarantee by con- 
tract all of their business for a period of time, usually only 1 year, in 
exchange for a reduced rate. 

The Alexander committee flatly rejected the first three kinds of 
tying devices and prohibited, by law, their future use in United States 
foreign trade. The fourth device, contract rates, was not so pro- 
hibited, and has been used by United States conferences since the 
passage of the act. 

However, during most of this time the issue has been in the courts, 
spearheaded by the Isbrandtsen Co., and supported by at least two 
branches of our Government to prohibit the use of contract-non- 
contract rates. 

Who wins and who loses? What are the advantages and disad- 

vantages of this tying device, and what will happen to conferences if 
they go by the boards? First of all, one must assume that some kind 
of tying device is necessary. 'To assume otherwise is to argue for the 
death knell of conferences themselves. 
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If deferred rebates and retaliatory devices are illegal by law, and 


contract-noncontract rates are determined to be illegal by court edict, 


what kind of tie is left? Trading stamps? Even these are under 
legal fire. f 

Clearly, the alternative to the contract-noncontract rate system 1s 
not some other kind of tie; the alternative is chaos in the ocean trades, 
with secret rates, preferential rates to big shippers, and rate wars 
whose only benefit is to the most well-heeled shipowner who weathers 
the storm. 

Certainly, the seeds of steamship monopoly are inherent in the after- 
math of such chaos. ‘Thus, the short-term rate advantage in a rate 
war spawns a long-term chaos out of which only big shippers and 
big shipowners can hope to survive. 

Both the British and American investigations referred to above 
agreed on the advantage of the conference system, and, further, they 
both agreed that it could only survive if a tie binds shippers and ship- 
owners to a performance standard. Some of the advantages of the 
vai ct rate system suggested in these investigations are : 

1. Equality of rates between large and small volume shippers. 

2. Sti ibility of rates over long period of time (60- to 90-day notice 
of rate changes usually required) making possible forward buying 
and selling on a firm basis. 

3. Faster, more frequent and more reliable schedules, with con- 
tinuity of service year-round. 

Avoids chaos of cutthroat competion as in rate wars where- 
in only one or a few lines survive, possibly assuming a monopoly 
position. 

Permits new ship operators to enter a trade route, with access 
to . available cargo on same basis as existing lines. 

3. When conference integrity is tight, it guarantees shipper he is 
on a par with his competitors in the route, at least as regards ocean 
costs. 

7. Avoiding secret rate agreements with big shippers, which can 
stifle foreign trade for sm: all shippers, by introducing a major un- 
known to the price formula in bidding for overseas business. 

So far, Mr. Chairman, we have talked about the shipowners’ view. 
We now will have a word about the shipper. 

Special mention must be made at the outset of the role dual rates 
play in protecting commodity interest from unscrupulous competi- 
tion from others engaged in the same business. 

Recent examples of the sympathies of shipper groups are worthy 
of comment. One involves a fruitgrower organization in the Pacific 
Northwest who, a year or so ago, ¢ alled a meeting of its members for 
the sole purpose of putting a stop to a move by 1 grower member to 
accept the cut rates offered by a 1-shot, nonconference ship from the 
United States west coast to Europe. 

Another :sebbgahes flour shippers in the Pacific Northwest who, 

early this year, were faced with a similar problem and took steps to 
stop one of thetr colleagues from accepting cut rates in the flour trade 
to the Orient. 

In both cases it was argued that, so long as conference lines in 
the trade route had space available, no fruitgrower and no flour 
shipper should break ranks simply to gain a tempor ary cost advantage 
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in his particular markets. Why was such loyalty to the confe1 rence 
lines so evident in this and similar cases, and why did shippers in- 
volved come to the conference lines and insist that they cooperate in 
avoiding rate cutting? 

It was a simple case of shipper self-preservation. Neither of these 
groups were willing to stand aside and let one or a few competitors 
get a cut cost in freight lest. that competitor receive an unfair ad- 
vantage in bidding for overseas business. 

Thus, the conference system, with its contract-noncontract rate 
discipline is viewed as an important protective device in the hands 
of any shipper group to ward off cutthroat competition within that 
group’s own ranks. 

The shipowners’ view, in substance, is this: If the conference 
system and its essential byproduct, the contract-noncontract rate sys- 
tem is, in addition to being a stabilizing influence, a device to ward 
off the influx of uninhibited competition into any given trade route, 
let us, at least, recognize its true complexion. 

F undamental economies of transportation demonstrate that common 
carriers in all mediums need to have limits placed upon the encroach- 
ment of new competition, limits which permit new enterprise, but not 
at the risk of destroying existing enterprise. 

In air service, the Civil Aeronautics Board decides when, as, and 
if a foreign airline will be granted a franchise to land in this country 
and participate in the lucrative cargo and passenger business af- 
forded here. They even designate the number of arrivals and de- 
partures per month, and the ‘President of the United States must 
approve the arrangements. 

in rail service, and common-carrier truck and barge service, ho new 

carriers can enter the picture without a certificate of convenience and 
necessity from the Interstate Commerce Commission. 

No pipeline can start operation until the Federal Power Commis- 
sion grants the authority; nor can a television or radio station begin 
broade asting until FCC gives it a green light. 

In all of these c ases, elaborate public hearings precede the decision, 
and parties who can show injury, unfair competition, et cetera, can 
control the entry of new enterprises in domestic transportation and 
communications. Not so in ocean shipping. 

Any shipowner, be it Greek, Panamanian, French, English, Dutch, 
Scandinavian, Jap: unese, or American, or otherwise, can call his ships 
at any United States port he chooses, advertise his service and sailing 
dates in the news papers, and he is in the common-carrier aetna for as 
long as he desired. 

He can call at United States ports as often as he wishes; daily, if 
he has enough ships. Under such circumstances, it cannot be denied 
that the huge i investments in ocean cargo vessel operation, $10 million 
to $20 million per American cargo vessels as well as passenger vessels, 
upward of $50 million each, are entitled to some kind of statutory 
protection against unfettered, opportunistic competition that comes 
today and skims the cre am, and leaves tomorrow for greener pastures. 

New entrants who agree to abide by conference r rates and regula- 
tions are not the problem. There should always be an open door for 
new ideas, new innovations, new capital, and new markets to conquer. 
But, if it is impracticable to require franchises before foreign lines 
can trade here, as is true for other forms of transport, then, at the 


i 
| 


Le 


TO AMEND SHIPPING ACT, 1916 79 


very least, there must be provided, within the framework of the stat- 
utes sanctioning steamship conferences, some clear authority for keep- 
ing the house in 1 order. 

The dual- -rate, or exclusive-patronage contract, or the contract-non- 
contract rate system, by whatever label, is the least objectionable, in- 
deed, the most practic al and equitable, method of assuring stability 
and continued investment in ocean shipping. The unique position 
of the American-flag lines in this matter cannot be overemphasized. 

It is one of the facts of life that United States- flag ship lines spend 
four times more for crew wages than do foreign- flag vessels. Overall, 
the United States steamship operation costs 50 percent more than 
foreign. It is also one of the facts of life that all American cargo 
liners in berth service, common carriers, are, or will shortly be, sub- 
sidized by the Government, up to a level of parity with their foreign 
counterparts in each route. 

I should correct that, Mr. Chairman. There are two companies 
who are in the berth service who have not applied for subsidy. Those 
two companies are primarily integral parts of industrial enterprises 
and, for other reasons, they have chosen to stay outside the ranks of 
subsidized lines. 

If rates are stable, and at a level sufficient to earn a profit, much of 
this subsidy is recaptured by the Government. Let us assume that 
contract rates are illegal by reason of the Supreme Court decision, and 
the conferences lose their control over rates and, in due course, a rate 
war ensues. Certainly, the American lines cannot avoid meeting cut 
rates by their foreign competitors, unless they want to go out of 
business. Revenues drop, profits are wiped out, and losses ensue. And, 
while the subsidy contracts do not reimburse an owner for losses in a 
rate war, it cannot be denied that there occurs a frustration of any 
Government recapture, at least until the rates are stabilized again and 
there are profits once again. 

Thus it is that the American shipowner, with 50 percent more cost 
than his foreign competition, and the American taxpayer, with his 
investment in operating subsidies, have as much to lose in the event 
of conference impotency as do the traders and shippers themselves. 

No matter how careful the Congress may be in passing legislation 
to set standards or preserve existing standards under which steamship 
rates are to be made, there will, probably, always be a scattered few 
shippers and shipowners who would prefer an undisciplined, open- 
rate, no-rules situation. 

But the vast majority of traders, shippers, shipowners, and others 
concerned with the welfare of merchant shipping are firmly convinced 
that the system which has evolved is the most fair and the most 
equitable that could be devised. It represents the greatest good for the 
greatest number, and we strongly urge the committee to act favorably 
on H. R. 12751. 

I would, Mr. Chairman, if I may, add one more comment in the 
nature of clarification, and this, again, has to do with farm products. 

One of the paradoxes in all of these court suits, to those of us who 
have been observers, has been why the Department of Agriculture has 
been so active as an intervenor when they are, in every conference 
that I know of, given the privilege of contract rates, the lower of the 
two rates, without signing a contract agreement. 








80 TO AM 


[END SHIPPING ACT, 1916 


They are giv é ‘ivilege for reasons that might be develope« 

Chey are given that privilege for reasons that might be developed 
by another witness, but that is a fact, and this is a paradox, one which 
remains unanswered to those of us who have watched the development. 

Mr. Chairman, if I might, I would like to see if Mr. Talmage would 
add a word or two to the remarks that I have made. 


STATEMENT OF GEORGE E. TALMAGE, JR., VICE PRESIDENT OF 
TRAFFIC, STATES STEAMSHIP CO., SAN FRANCISCO, CALIF. 


Mr. 'Tatmace. Mr. Chairman, my name is George E. Talmage, Jr. 
I am vice president of traffic of States Steamship Co., San Francisco, 
Calif. I am appearing before this committee on behalf of the Pacifie 
American Steamship Association, an organization of all principal 
American-flag west coast steamship operators. 

In a larger sense, however, my testimony is directed toward the 
American merchant marine as a whole. My entire business life, some 
37 years, has been connected with the development of our merchant 
marine, both in private business and for a few years in Government 
service in Washington. 

Over that period of years I have seen our American merchant 
marine gradually grow in size and quality from a miscellany of World 
War I built ships, generally noncompetitive in the foreign trades with 
ships of other flags, to a point where we today are operating some of 
the finest vessels under my flag. Nevertheless this is no time for com- 
placency. Our percentage of foreign trade carried under the Ameri- 
ean flag is shrinking and we face increasing foreign-flag competi- 
tion at a time when the American merchant marine is obligated to 
commence a tremendous replacement program. 

The conference system is completely essential to the future welfare 
of the American merchant marine becaues it is one known means of 
achieving rate stability. By the same token it is equally essential to 
the American exporter and importer who must have advance assurance 
of rate maintenance if he is to make forward commitments to sell 
or buy. 

A conference agreement does not alone guarantee rate stability. 
There must be some tying device to assure shipper loyalty to the con- 
ference in exchange for such guaranteed forward rates. 

Prior to the Alexander committee study and report which resulted 
in the 1916 Shipping Act, many devices had been tried, including 
rebates, deferred rebates, and other devices which were condemned by 
the Alexander committee and are consequently forbidden by language 
of the 1916 act. The simple contract dual-rate system was the only 
one then in force which was not so condemned by the Alexander com- 
mittee, nor do I believe that the intentions of Congress at that time 
have been properly read by the majority of the Court which last 
week struck down the dual-rate system based upon present statutory 
language. 

It is accordingly, in my humble judgment, essential to the welfare 
of our American exporters and importers, as well as to the welfare of 
the American merchant marine, that legislation such as that under 
consideration must be adopted as a stopgap until a real current study 
can be accomplished by Congress unhampered by time pressures. 
There is too great risk of chaos if the present situation continues for 
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any lengthy period. The dual-rate system is in worldwide use and has 
not been under attack in any foreign country where its benefits to ship- 
ping and trade appear clearly recognized. 

! would like to make one further little clarifying comment to the 
committee about one of the rate wars which we have been going 
through for the last 5 years. 

I have been in the middle of it for all 5 years. I know how it 
started. 

It started at a time when the Jepnnen, shipping lines were just 
coming beak into existence. Under the instigation of their Govern- 
ment the »y all joined the Homebound « idstes ance. 

We had a nonconference competitor who was openly advertising 
rates in the papers 10 percent under conference rates and the poor 
Japanese were squeezed between established American lines and this 
cutrate competition. They could not resist the temptation and started 
handing back the 10 percent under the table. It was that which broke 
up the conference and started the rate war. 

The Coarrman. Who started paying it ? 

Mr. Tatmace. The Japanese lines to protect themselves. 

The CHarrman. Who was the line that started the 10 percent adver- 
tising ? 

Mr. Taumace. Isbrandtsen openly. They did it in open advertise- 
ment in the papers in Japan. They did not bother to have a tariff, 
they simply offered the conference rate less 10 percent. 

I wanted to add that clarifying note because the comment was made 
this morning that the conference was broken up for internal reasons. 
That just is not true. 

That is all I have, sir. 

The CHarrman. Are there any questions ? 

Mr. Auten. Mr. Chairman. 

The Cuarrman. Mr. Allen. 

Mr. Atrten. The Pacific American represents some intercoastal lines 
as well ? 

Mr. Dewey. That is right. 

Mr. Auten. Those are not bound by any conference, as I understand. 

Mr. Dewry. Not conferences pursuant to the 1916 act. They do have 
in the intercoastal trade what is known as the Intercoastal Steamship 
Freight Association which was originally pursuant to the 1933 Inter- 
coastal Act and is now authorized under the 1940 Transportation Act. 
Their authority was transferred in 1940. 

That group of companies all operate in very similar fashion to an 
ocean trading converence but are not strictly the type that fall within 
the 1916 act which we are amending in this legislation. 

Mr. Atien. Are their rates published with and filed with the Inter- 
state Commerce Commission ? 

Mr. Dewey. Yes, they are, sir. 

Mr. Aten. Are they then bound to a one-rate system that no 
shipper can avoid ? 

Mr. Dewey. They use a one-rate system in the intercoast trade for a 
reason which I developed earlier that any newcomers would have to get 
a franchise from the ICC to operate so that the self-preservation con- 
cept reflected in the dual-rate system in the ocean trades probably is 
not necessary in the intercoastal trade. 
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Mr. Auten. Thank you. 

‘The Cuairman. Mr. Dingell ? 

Mr. Dince.u. I have no questions, Mr. Chairman. Thank you. 

The Cuarrman. Mr. Ray? 

Mr. Ray. I have no questions. 

The Cuarrman. Mr. Mailliard ? 

Mr. Martiiarp. I have no questions. 

The Cuarrman. Mr. Pelly ? 

Mr. Petry. I have no questions. 

Mr. Dewey. Mr. Chairman, with your kind indulgence, could I 
make a comment ¢ 

<arlier today somebody asked the question as to what happened to 
freight rates before there were conferences 

I thought the committee might be inte rested in a study that was 
made by the Senate Commerce Committee in 1950 under the direction 
of Chairman Warren Magnuson, which report carriers the number, 
Senate Report 2494, and which has a table labeled “ Appendix 16.” 
That table shows examples, and I will only quote some examples and 
suggest that it might make a contribution to the record to incorporate 
the entire table. 

Here is an example of United States gulf to United Kingdom cotton 

‘ate during the 1914-18 period when conferences were just operating 
on the edge of legality and practical nonexistent. 

The cotton rate was in that instance in 1914, $6.27. In 1918 it had 
gone to $140 or a 2,123 percent increase. 

In World War IT, when the conference system had come into being 
when American-flag participation in our trade routes was now a 
reality, in 1938 the cotton rate from the gulf to the United Kingdom 
was $11.20. Its highest peak in 1945 was $33.60, only a 200 percent 
increase. 

In another example we have the general merchandise from the 
United States North Atlantic to the United Kingdom. In 1914, $4.25 
In 1918, $66, a percentage increase of 1452 percent. In the World 
War II span of years, the rate went from general cargo rate of $20 in 
1938 to a rate in 1945 of $31.50, or a 57 percent increase, 

There are a number of other similar examples and I only want to 
conclude this comment by quoting from the appendix 16 of the pre- 
viously referred to Senate report, where this statement is made: 

This marked disparity between increases during the two wars can be explained 
first and foremost by the fact that in the second war the United States had a 
merchant fleet which could and did support every effort of the United States to 
control the rates through the Ship Warrant Act and otherwise. Without that 
fleet it would have been very difficult to have controlled the rates to be charged 
by foreign-flag vessels using our ports. It is also significant that during World 
War I the carriers allowed most of the conferences which had established the 
rates prior to the war to dissolve or become inactive and there was, therefore, 
no opportunity for joint expression by the carriers on runaway rates. During 
the Second War this mistake was not allowed to occur and the steamship con- 


ferences which were continued were utilized very extensively in policing and in 
helping to establish the freight rates. 


This is a statement filed by the Maritime Administration and in- 
corporated in appendix 16 to the above referred to report. 

The CuarrmMan. You may put that in the record at this point. 

(The document referred to follows :) 
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TABLE XVI-A.—Comparison of actual and percentage increases made in liner 
freight rates on representative commodities, World War I and World War IT 


(A) UNITED STATES NORTH ATLANTIC 


{Rates are per ton of 2,240 pounds except as otherwise specified] 


World War I World War II 
Percent | Pereent 
1914 1918 of 1938 1945 | of 
increase increase 

To United Kingdon 

Wheat $1. 90 $25. 6 1, 250 1 $2. 69 $15. 68 482 

Flour 2. 24 21.41 855 | 5.15 15. 68 204 

Provisions 4. 86 66. 00 1, 258 | 14. 56 21.17 45 

Apples, ordinary stowage, per barrel 669 3. 00 348 80 2.10 162 

Lumber, soft 3. 696 66. 00 1, 685 14. 56 25,98 | 78 

General cargo, per 40 cubic feet__- 4. 25 66. 00 1,452} 20.00 31. 50 57 
To Havre, France | 

Grain__. ‘ > 2. 28 74. 95 3,187 | 23.75 14.17 27 

Flour. 4. 032 | 75. 00 1,760 | 1.928 | 15.456 213 

Provisions -_.- on 6. 72 66. 00 897 | 14.00 | 23.18 | 65 

General cargo, per 40 cubic feet 7 5. 00 66. 00 1,220 | 20.00 34. 50 72 
To Genoa, Italy 

Grain deihe 3.14 92. 47 2, 844 8. 96 16. 80 87 

Flour 4, 256 92. 49 2, 073 8.96 | 16.80 87 

Provisions_... 7.30 75.00 927 | 16.00 | 30.00 8&8 

General cargo, per 40 cubic feet 6. 08 75. 00 1,117 22.00 | 37.50 70 


1 Minimum rate; lines had privilege charging higher rates dependent upon market and other conditions. 
2 Estimated rate; conference rate ‘‘open.’’ 


The Cuairman. Thank you. 

Mr. Dewry. Thank you, sir. 

The Cratrman. I shall not read these telegrams. I will only note 
the address to the committee. They come from S. F. Coron, vice 
president, Dyson Shipping Co., supporting the proposed bill before 
the committee; Ira Blaustein, treasurer, Universal New York, Inc., 
New York; A. J. Merritt, chairman, business relations committee, 
Burlap & Jute Associs ition, New York; Wedemann & Godknecht, Inc., 
New York; S. W. White, Jr., president, Oliver International, Chi- 
ate and Libby, McNeill & Libby, C. B. Weston, San Francisco, 

alif. 

All these telegrams are favorable to this proposed legislation. 

John D. Locke, chairman, ocean freight committee, American Cot- 
ton Shippers Association, Memphis, Tenn.; Revonah Spinning Mills, 
Hanover, Pa., the Linen Thread Co., Inc., Paterson, N. J., Columbian 
Rope Co., Auburn, N. Y., the Schlichter Jute Cordage Co., Philadel- 
sla, Pa., River Jute Mills, Philadelphia; C. B. Marshall, Weirton 
Steel Co., Weirton, W. Va.; Russell de Lopez, assistant to the vice 

resident, Puget Sound Pulp & Timber Co.; L. D. Warrick, Grays 

farbor Exportation Co., Seattle; and last, but not least, a letter from 
the National Association of Alcoholic Beverage Importers, signed by 
Mr. Harry L. Lourie, executive vice president. 


(The documents referred to follow :) 
WerrTon, W. Va., June 2, 1958. 
Hon. HerBert C. BONNER, 
Chairman, House Merchant Marine Committee, 
House Office Building, Washington, D.C.: 

We are opposed to the elimination of the steamship rate contract system by 
a recent Supreme Court decision as it will undoubtedly encourage a rate war 
and add to an already unstable if not chaotic condition in our foreign trade. 


C. B. MarsHAt., Weirton Steel Co. 











84 TO AMEND SHIPPING ACT, 1916 


NEw York, N. Y. June 3, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, United States 
House of Representatives, House Office Building, Washington, D. C.: 
We favor legislation preserving conference contract system; believe this as 
essential to maintain stability for ocean carriers, as Boykin bill necessary to 
insure stability of foreign freight forwarding industry. Therefore urge your 
support of both bills. 
S. F. Coron, 
Vice President, Dyson Shipping Co., Inc. 


NEw York, N. Y., June 8, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, House Office Building, Washington, D. C.: 
Reference pending legislation regarding termination contract rate system. It 
is imperative that the stabilization of rates be continued in order for small-busi- 
ness organizations, such as mine, be able to obtain same ocean freight rates as 
mammoth organizations and be competitive in quoting prices to our overseas 
accounts. Would appreciate your endeavoring to see that the contract rate 
system is continued. 
IRA BLAUSTEIN, 
Treasurer, Universal New York, Ince. 


NEW YorE, N. Y., June 3, 1958. 
Hon. HERBERT BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C.: 


We understand hearings have commenced before your committee on stopgap 
bill to legalize dual-rate system until June 30, 1960. We strongly support the 
objectives of this legislation because our industry requires stability of freight 
rates and regularity of service which can be provided only by the conference 
system. In our opinion this has been jeopardized by the outlawing of the dual- 
rate system by the recent decision of the United States Supreme Court. We 
respectfully request favorable consideration of this measure to continue the con- 
tract-rate system. 

A. J. MERRITT, 
Chairman, Business Relations Committee, Burlap and Jute Association. 


NEw York, N. Y., June 3, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
United States House of Representatives, Washington, D. C.: 
Recent decision of Supreme Court declaring dual ocean freight rate system 
and agreements invalid can only lead to chaotic conditions and possible rate wars 
in ocean steamship industry. We strongly endorse your actions in proposing 
amendment to Shipping Act which would preserve the status quo in existence 
for the last 30 years. 
WEDEMANN & GopKNECHT, INC 


CuicaGo, Inxn., June 3, 1958 
Hon. HERBERT BONNER, 
Chairman, Merchant Marine and Fisheries Committee, House of Repre- 
sentatives, Washington, D.C.: 
Urge favorable consideration new legislation restoring dual-rate system as 

most orderly and effective for frequent shippers such as our company. 
S. W. WHirteE, Jr., 

President, Oliver International, S. A. 
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San Francisco, Cauir., June 3, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, House of Repre- 
sentatives, Washington, D.C.: 

Bill you are introducing which will assure status quo and continued use of 
present contract-rate system until June 30, 1960, has our complete support. 
We definitely feel contract-rate system vital for maintaining stability of our 
export trade as well as afford protection to steamship lines so they can pro- 
vide the regular service they now offer to shippers. Canners League of Cali- 
fornia will have representative testify today in Washington supporting this 
legislation. 

LinBy, MCNEILL & LiBBy, 
©. B. WESTON. 


MEMPHIS, TENN., June 2, 1958. 
Hon. HerBert ©. BONNER, 
Chairman, Merchant Marine and Fisherics Committee, House of Repre- 
sentatives, House Office Building, Washington, D.C.: 

The American Cotton Shippers Association has consistently supported the 
conference-contract system, since we believe that it is beneficial to the cotton 
farmer, as well as to cotton exporters in that it provides stable rates, depend- 
able service, and generally eliminates the possibility of a few larger exporters 
securing lower freight costs not available to medium and small shippers. Cot- 
ton is generally sold 3 to 6 months forward, which sales are greatly facilitated 
by the conference contract system we hope the recent Supreme Court decision 
will not interfere with existing conference cotton contracts. We urge your 
prompt support of S. 3916 (the Magnuson-Bonner bill) to permit temporary 
maintenance of the status quo while permanent legislation is being developed. 

JoHN D. LOCKE, 

Chairman, Ocean Freight Committee, American Cotton Shippers Association. 


New YORK, N. Y. June 2, 1958. 
Hon. HERBERT BONNER, 
House Office Building, House of Representatives, 
Washington, D.C.: 

As large users of ocean freight for our imports of raw jute and other fibers, 
we favor the Ball bill now introduced in the House of Representatives permitting 
dual-conference rates to continue by amending the Shipping Act in the manner 
suggested by this new bill. 

REVONAH SPINNING MILs, 
Hanover, Pa. 
THe LINEN THREAD Co., INC., 
Patterson, N.J. 
CoLUMBIAN Rope Co., 
Auburn, N.Y. 
THE SCHLICHTER JUTE CORDAGE Co., 
Philadelphia, Pa. 
DELEWARE RIVER JUTE MIILs, 
Philadelphia, Pa. 


BELLINGHAM, WASH., June 2, 1958. 
Hon. HERBERT BONNER, 
Chairman of House Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D.C.: 

Understand legislation being presented shortly in connection with present 
dual-rate contract system. We are in favor of continuance of present system as 
outlined which understand is to be through 1960. 

RUSSELL DE LOPEZ, 
Assistant to the Vice President, Puget Sound Pulp & Timber Co. 
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SEATTLE, WASH., June 2, 1958. 
Hon. HERBERT BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
Old House Office Building, Washington, D.C.: 

Present conference dual-rate system essential to preservation of freight rate 
stability. Heartily concur your proposed bill amending section 14, Shipping Act, 
1916. 

L. D. WARRICK, 
Grays Harbor Exportation Co. 


NATIONAL ASSOCIATION OF ALCOHOLIC BEVERAGE IMPORTERS, INC., 
Washington, D. C., June 2, 1938 
Re H. R. 12751 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 
DeaR Mr. BonNeER: It is my understanding that hearings are to begin on June 


3, With respect to the above bill, which, if adopted, would enable the operation 
of steamship conferences working under a dual system to operate until June | 


30, 1960. 

This association has been the negotiator for importers bringing to the United 
States wines and spirits from the British Isles and using the services of ihe 
North-Atlantic Westbound Conference. We have arranged for contracts with 
this conference beginning with July 1, 1938, and recently agreed to a renewal 
of the contract as of July 1, 1958, for a period of 2 years. 

The dual system has worked satisfactorily in our contract, and as far as we 
know, has never been critcized by any of the members of our association or other 
importers handling wines and spirits produced or shipped via this particular con- 
ference from the British Isles. 

We would appreciate it if you record this association as in favor of H. R. 
12751. 

Very truly yours, 
Harry L. Louris, 
Executive Vice President 

The CHarrmMan. The committee will stand adjourned until tomor- 
row morning at 10 o’clock. 

(Whereupon, at 4: 45 p. m., the hearing was adjourned until 10 a, m., 
Wednesday, June 4, 1958.) 
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WEDNESDAY, JUNE 4, 1958 


Howse or REPRESENTATIVES, 
CoMMITTEE ON MercHAnt MARINE AND FISHERIES, 
Washington, D.C. 

The committee met at 10:05 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

The CHamrMan. The committee will come to order. 

The clerk will get Mr. O’Connor a seat further up here so that he 
can hear. 

The first witness this morning is Mr. Sinclair, Commerce and In- 
dustry Association of New York. 


STATEMENT OF J. A. SINCLAIR, DIRECTOR, WORLD TRADE AND 
TRANSPORTATION DEPARTMENT, COMMERCE & INDUSTRY ASSO- 
CIATION OF NEW YORK 


Mr. Stncuatr. My name is Joseph A. Sinclair. Iam director of the 
world trade and transportation department of the Commerce and In- 
dustry Association of New York, which is a chamber of commerce 
for the New York area. The membership of our association, which 
comprises a cross section of the industrial and business community, 
includes some 2,000 firms that are directly engaged in export and im- 
port trade. About 90 percent of the firms in that category employ 
less than 100 people sates least 50 percent employ less than 40 people. 

On their behalf and because of the importance of the subject to 
shippers to the port of New York, the association has been studying 
the conference system and the operations of steamship conferences 
from the standpoint of shippers and receivers of international cargo 
for the past 4 years. 

Our study started in the summer of 1954 with a questionnaire which 
we directed very widely to shippers not only in New York but in 
other cities as well, and the study was conducted by a committee of 
the association composed of specialists in the field of international 
transportation for firms which not only sell their products abroad 
but in many cases import raw materials and components. 

Our first objective was to ascertain the value of the steamship con- 
ference system and to try to get some reaction as to the benefits which 
American business as a whole derives under that system, to seek pos- 
sible alternatives which might result in similar advantages to our 
economy. 

After our examination of the subject, it is the considered opinion 
of our association, and this has been approved by our board of direc- 
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tors, that the conference system substantially contributes to the sta- 
bility of rates and regularity of service, provides a necessary protection 
for the American merchant marine, and is in the best interest of the 
national economy. 

It is our view also that the dual-rate system is an essential con- 
comitant without which the conference system cannot hope to sur- 
vive over a period of time. 

We believe this view is supported by the vast majority of those 
engaged in international commerce in the United States, and if there 
had been any marked difference of views among shippers, they would 
have had plenty of opportunity to indicate, because we made repeated 
comments on this subject in our weekly World Trade Bulletin which 
goes out to 2,500 firms each week. 

Our study of the subject has developed no satisfactory alternate to 
the dual rate structure to provide an efficient and effective incentive 
for shippers to incur the obligations and responsibilities of the ex- 
clusive patronage and other provisions of conference contracts. 

I realize that the important issue in the bill under consideration at 
the present time which we do endorse is a stopgap provision to provide 
for continuation of the dual-rate system, but we do hope that this com- 
mittee will undertake, as I think you have indicated as I read in the 
press, Mr. Bonner, a study of the Shipping Act itself. 

We have satisfied ourselves that the conference system is generally 
and widely endorsed by shippers. 

There has, of course, been criticism of the system against the con- 
ferences but it is our conclusion that those criticisms are not against 
the system but against the practices of some of the conferences. 

I will not go into these details because they are the subjects we 
would like to discuss when you make a more thorough study of the 
subject, except to mention the lack of uniformity of ‘the conferences 
to publish tariffs and that some conferences do not publish their 
tariffs. We hope that we can persuade some of them to do it without 
legislation, but that is one of the things that we would bring up at a 
later date. Asa matter of fact, included among the other points that 
we have been studying are the obligations of the shippers themselves 
under the contracts. 

We hope to go into those details at another time. 

Thank you, sir. 

The Cruarrman. Thank you, sir. 

Mr. Allen ? 

Mr. Atuen. Mr. Chairman. 

Mr. Sinclair, between large and small shippers which would you 
say would be most affected by the conference system, either most 
in need of it or most able to get along without it? 

Mr. Srxctam. We come back to the definition of a large or small 
shipper. Are you going to do it on the basis of annual sales or number 
of employees or diversity of products ? 

Mr. AtLEN. I suppose between any two that had any difference in 
volume of shipping one would be large and the other small. 

Mr. Srvcrair. I do not think in this issue it ms akes any difference 
whether large or small but the regularity of service is the big factor. 

The regularity of service and the ability to estimate landed costs 
based on “stability of rates applies perhaps even with greater im- 
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portance to a smaller shipper who assumedly has greater competition 
or at least thinks he has for his lines. 

Mr. Auten. I think it has been said that as between the man who 
has a carload a month and Standard Oil or United States Steel, which 
might ship by the shipload, that the larger shipper would be in a 
position to make a better deal with a carrier if the rates were free 
than a smaller shipper. 

Mr. Stnciarr. He undoubtedly would be. The greater protection 
actually is to the small shipper under the conference system. 

Mr. Auten. Have you had any experience in observing whether 
there is a relationship between the conference rate and the rate offered 
by nonconference members ? 

Mr. Stnciatr. I do not know that, sir. I think some of the shippers 
will testify who are directly in the field and they are more competent 
than I to answer that. 

Mr. Auten. Thank you. 

The Cuarrman. Mr. Ray. 

Mr. Ray. I have no questions. 

The Cuatrman. Mr. Dorn. 

Mr. Dorn. Who are members of your organization ? 

Mr. Srnciarr. All types of business firms in the city and State of 
New York. It so happens that, because we are in a port city and be- 

cause we have ge active in the international trade field as an organi- 

zation for many years, that about half of our membership is eng raged 
in that field, but our membership includes all types of firms, law firms, 
banks, railroads, steamship companies, department stores, whole- 
salers, manufacturers, and all fields. 

Mr. Dorn. Has there been a meeting of your group deciding upon 
this stand or is this just your opinion expressed here ? 

Mr. Sinclair. We had established this position by our board about 
2 years ago after this traflic committee had made this initial study. 

Mr. Dorn. So that really it has gone through all the members of 
your organization ? 

Mr. Strncratr. Oh, yes. 

Mr. Dorn. That was by letter and it was discussed in meetings of 
the organization ? 

Mr. Stnciatr. We do not have full membership meetings because 
we have close to 4,000 members and, as a matter of fact, as you can 
realize on a matter of this sort, only those that would be interested in 
the subject would attend anyway. 

Our procedure is to operate through advisory committees, this hav- 
ing been taken up by our export traffic committee. Its recommenda- 
tions went to the board of directors which represents basically domestic 
fields although we have now and I think we had at the time a steam- 
ship man on the board and 2 or 3 firms that are active in the export 
trade. 

Mr. Dorn. You say 2 or 3 firms active in the export trade, and there 
you are referring, I take it, to manufacturers who export ? 

Mr. Stnciair. That is right. 

Mr. Dorn. Rather than steamship lines? 

Mr. Stnciatr. That is right. 

Mr. Dorn. Are very many steamship lines members of your organi- 
zation ¢ 
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Mr. Sincxiair. About 40. 

Mr. Dorn. Now, would you feel it advisable or inadvisable to have 
words at the end of the bill as written that would require that all 
shippers know that there are two different rates ? 

Mr. Srnciair. Would I think it wise to specify that in the bill ? 

Mr. Dorn. Either wise or unwise or do you have any opinion on it 
at all? 

Mr. Sincuair. I have an offhand opinion, but I would not think it 
would be at all necessary because I do not know of any one who is in 
the business at all of doing export or import business who is not aware 
of the dual rate system. 

Mr. Dorn. Thank you very much. 

The Cuaimrman. Mr. Pelly. 

Mr. Petty. Mr. Chairman. 

Mr. Sinclair, yesterday I think there was testimony to the effect 
that there were 24 routes in which there were conference rates. I 
imagine most of those except those on the Pacific coast would touch 
in New York; is that right? 

Mr. SrnciatIr. You mean as far as the interests of our members are 
concerned? I have never made a survey as to how many conferences 
they are in, but as far as I can see without exception they are in every 
one of them, because many of our members have plants in the West 
as well. 

Mr. Petxy. I would think, basically, that the exporters and import- 
ers in New York would have a direct interest in practically every con- 
ference that exists in which American lines are members. 

Mr. Stncuatr. Oh, yes, sir. 

Mr. Petty. We also had testimony to the effect that shippers would 
not dare testify for fear of retaliation. 

Have you ever heard anything like that ? 

Mr. Srncuatr. No; I have never heard of anything of that sort. 
I cannot understand the circumstance under which that might be pos- 
sible. 

It might have been possible and probably was possible under the 
deferred rebate system. There might have been some fear at that 
time going back to the Alexander report and referring to that situa- 
tion, but under the present dual-rate system I cannot see any reason 
for any such fear; nor have I ever heard any indication that it existed. 

Mr. Petiy. There are only 40 members that are steamship lines 
which might have some pressure as far as your chamber of commerce 
is concerned to favor this dual system whereas, obviously, there must 
be some close to 2,000 members of your organization who would pro- 
test or support this dual system through your organization without 
any fear of retaliation at all. 

Mr. Sincuatr. That is correct, sir, and there is a very strong feeling. 
We did not realize how strong it was until we started making this study 
4 years ago as to the strong feeling on the part of shippers in support 
of this dual-rate system. 

Mr. Petty. Thank you. 

The Cuarrman. Now, in regard to shippers being afraid to testify, 
did you hear the list of telegrams that or supporting this? 

Mr. Srncrarr. Yes, sir. 
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The Cuarrman. Most of them came from New York. They testified 
for the bill. 

Mr. Stncuiarr. That is right, sir. 

The CHairMAn. Do you know any of them ? 

Mr. Srncuarr. Yes; I know all the New York firms that you men- 
tioned. In fact, I think they are all members of our organization. 

The Cuarrman. We have a telegram from Harry S. Radcliffe, ex- 
ecutive vice president, National Council of American Importers, from 
New York. That is a telegram supporting this proposed bill. 

There is a telegram from Stanley R. Thorpe, foreign traffic man- 
ager, Eastman Kodak Co. 

Did you ever hear of him? 

Mr. Sincriair. They are in Rochester, s 

The Crarrman. They sent a telegram. ‘There is C. D. Roxby, gen- 
eral traffic manager, the Nestle Co. Did you ever hear of them ? 

Mr. Stncuarr. Yes, sir. 

The Cuamman. They are substantial exporters and importers? 

Mr. Stnciatr. They are very substantial exporters. 

The Cramman. There is a telegram from Bunichiro Tanabe, presi- 
dent, Mitsubishi International Corp., 120 Broadway, N. Y. 

Mr. Srncuarr. That is one of the leading Japanese firms who rees- 
tablished their operations in New York after the war. 

The CHairMan. I could read on with telegrams here. 

I will place in the record the telegrams in favor of the proposed 
legislation, two telegrams suggesting amendments, and a telegram and 
letter opposing the bills. 

(The documents referred to follow :) 


NEw YorK, N. Y., June 3, 1958. 
Hon, HERBERT C. BONNER, 


Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C.: 


I regret unable to avail myself to testify before Merchant Marine Commit- 
tee. However, considering the importance of the matter I herewith express my 
strong desire for continuance of contract-rate system because its disruption 
will create instability of freight rates with resultant hardship to importers 
and exporters, particularly those of competitive commodities. From the interest 
of overseas trade, stabilized freight market is much more preferable to un- 
stabilized cheap rate. 

BUNICHIRO TANABE, 
President, Mitsubishi International Corp. 


WHITE PLAINS, N. Y., June 3, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C.: 

We strongly favor legislation retaining present dual-rate system until June 
80, 1960, to allow time for a full study of the system. We cannot emphasize 
too strongly that over the years this system has enabled steamship conferences 
to stabilize rates and services to the best interests of importers, exporters, and 
American foreign commerce in general. 

Disruption of the system on short notice will create undue and unnecessary 
hardship for all concerned. 

C. D. Roxsy, 
General Trafic Manager, The Nestle Co., Inc. 


27695—58 — 
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RocHeEstER, N. Y., June 3, 1958. 
Hon. HERBERT C, BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
Washington, D. C.: 


As a contract shipper we firmly believe that the steamship conference system 
is essential to the growth and stability of our foreign operations. We, there- 
fore, urge that dual rates be maintained pending thorough investigation of all 
aspects on the ground that immediate cancellation would further endanger the 
already weakened conference system itself and possibly result in rates being 
increased to the higher or noncontract level. 

STANLEY R. THORPE, 
Foreign Traffic Manager, Hastman Kodak Co. 


New York, N. Y., June 3, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C.: 


We wish to register our support of your proposed legislation to amend section 
14 of the Shipping Act of 1916 to permit dual-rate arrangements of steamship 
conferences to be continued for a period of 2 years. Our organization has always 
supported the conference system on the grounds that this is the only practical 
method of maintaining stability in ocean freight rates and the best way to 
protect small importers against discrimination. 

Harry 8. RADCLIFFE, 
Executive vice president, National Council of American Importers, Inc. 


San Francisco, Cauir., June 4, 1958. 
Hon. HERBERT C, BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C.: 


We informed 3 days of hearings on legislative bill introduced in both House 
of Representatives and Senate assuring uninterrupted use of contract rate sys- 
tem until June 30, 1960, now in progress. As a firm doing business from east 
coast and west coast of United States to all countries in the Far East and having 
been in business for some 65 years we are extremely interested in maintaining 
the contract system. We feel should this be set aside our business would suffer 
considerably due to instability of rates with a good possibility of severe financial 
hardship to ourselves and receives as well as to ocean carriers. We convinced 
through long experience that stable freight rates in our particular type of busi- 
ness are essential to us as shippers and we therefore heartily urge enactment of 
the bill now being debated. 

H. A. MAGNUSON, 
President, Connell Bros. Co. Ltd. 


SAN FrRANcIsco, CAuir., June 4, 1958. 
Hon. HERBERT C. BONNER, 
Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C.: 

We understand that hearings will be held this week on legislative bill to assure 
uninterrupted use of the steamship contract rate system until June 30, 1960. We 
wish to go on record as supporting this bill. Without control of orderly rate- 
making and stabilizing rates the results would be injurious to shippers as well as 
steamship lines. Foreign steamship lines with lower operating costs would be 
in a position to reduce rates to a point where they could destroy American ship- 
ping lines. 

J. G. VOLLMAR, 
General Traffic Manager, Crown-Zellerbach Corp. 
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SEATTLE, WasH., June 4, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C.: 


We favor continuation of contract rate system to insure stability overseas 
flour business. 
CENTENNIAL MILLS, INC. 


SAN Prancisco, June 3, 1958. 
Hon. Hersert C. BONNER, 
Chairman of the House Merchant Marine and Fisheries Committee, 
Washington, D. C.: 

We are in hearty support of the present contract rate system. If not con- 
tinued there will be utter chaos in trying to determine rates and we will have no 
stability in quoting the commodities we handle in foreign markets. We sincerely 
hope no damaging change is made. 

ZieEL & Co., Inc. 


WHITE SULPHUR SPRINGS, W. Va., June 3, 1958. 
Hon. HERBERT BONNEB, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C.: 


The undersigned representing the textile bag manufacturers of the United 
States who import large tonnages of burlap in international commerce for proc- 
essing into essential domestic civilian agricultural and defense products sincerely 
believe that the act to amend the Shipping Act of 1916 now before your committee 
serves the best interests of our domestic market in that it protects the “desirable 
advantages of conference arrangements honestly and fairly conducted.” We 
believe that unrestricted competition among carriers seriously threatens con- 
tinuity of the supply of our raw material obtainable only by importation through 
shipping carriers. The disturbance or threat of disturbance of such continuity is 
bound to be harmful to the domestic trade in these commodities. 

TEXTILE BaG MANUFACTURERS ASSOCIATION, 
Evanston, Ill. 


SAN Francisco, CAuir., June 3, 1958. 
Hon. Hersert C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, Wash- 
ington, D. C.: 

As exporters we support bill to extend contract rate system. We feel unstable 
rates would be serious obstacle to American foreign trade. Conditions are 
tough enough now without having to be concerned about rate fluctuations. 

L. A. PHILLIPs, 
Marsman Commercial Co., Inc. 


San Francisco, Cauir., June 3, 1958. 
Hon. HERBERT C. BONNER, 
Chairman of the House Merchant Marine and Fisheries Committee, 
Washington, D. €.: 

Today received telegram from chairman, Pacific Westbound Conference, re- 
questing my presence hearing Washington starting June 3 through 5 on legis- 
lation permit continuation dual rates in steamship conferences. While have 
no objection dual rates any legislation must provide for equal protection and 
consideration all parties concerned, i. e. manufacturers, suppliers, exporters, 
as well as carriers. Failure to include such protection in our opinion will 
seriously affect the world exports of this country. Possible safeguard provision 
in bill for creation of board of arbitrators consisting of disinterested parties. 
Regret unable attend account advise of hearing received only today. 

L. L. GoopMAN, 
President, Getz Bros. € Co. 
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SAN Francisco, Cauir., June 3, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, House of Repre- 
sentatives, Washington, D. C.: 

This is reference to legislation being considered to continue use of dual or 
contract rate system in steamship trades until June 30, 1960. The undersigned 
shipper of dairy products favors stability in ocean rates and continuance of 
existing contract system, however, recommends a provision in legislation which 
would require conference when they grant special commodity rate based on 
volume to forestall charter or tramp competition to extend their contract 
shippers the same incentive rates, regardless of volume and that all con- 
tract parties of the commodity involved be notified promptly of the making 
of such special rate. 

ForEMOST DArtrIEs INC., 
L. H. Wourers, 
Transportation Manager. 





San Francisco, Cauir., June 3, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D.C.: 

In view Supreme Court decision May 19 in Federal Maritime Board v. Isbrandt- 
sen Company et al., outlawing exclusive patronage dual rates conference systems, 
we respectfully and most earnestly urge that Congress take no action to nullify 
or weaken the protection of the shipping public resulting from such decision. As 
heavy receivers of Latin American coffee we and others in like position have 
been helpless victims of the illegal and oppressive dual rates conference systems. 
Under coercion of these systems we have been forced to sign receiver’s freighting 
agreements under protest, despite flagrant discriminatory and unfair operation 
of conference dual rates systems. We believe that if shipping public be given 
hearing by Congress, it will condemn the dual rates exclusive patronage con- 
ferences systems as a predatory practice designed to give conferences monopolies 
by driving out competition of independent carriers and placing shippers and 
receivers in defenseless postion against arbitrary, unfair and discriminatory 
operation of systems. We earnestly urge that Congress sustain Supreme Court, 
Department of Justice, and Department of Agriculture in objection to these 
vicious and hurtful conference practices. 

M. J. B. Co. 


INDEPENDENT FUR Brokers, INC., 
New York, June 2, 1958. 
Representative HERBERT C. BONNER, 
Chairman, Merchant Marine Committee, 
House Office Building, Washington, D.C. 

DEAR Sirk: I see in the newspaper that you are going to hold hearings on a bill 
to legalize steamship conference dual rates which apparently finally been declared 
illegal by the Supreme Court. 

We are very much wish to protest against any bill which restores the shippers 
of freight to a straight jacket. The conference system may be good for the steam- 
ship industry so that they can gouge the shippers, and the dual rate system made 
this gouging even worse. But it severely affects all people in foreign trade, re- 
stricts the exports of this country by making the freight cost more than it should, 
and thus cutting down on the number of jobs available to people in industries 
producing for export. At the same time it raises the cost of imports and thus 
raises the cost of living for all of us. 

Isbrandtsen, and the Government agencies, who fought this thing deserve a 
commendation and it should not be overruled by a new law. The conferences 
have only one thing which keeps them even halfway under control and that is the 
independent lines, and the independents have been always put at a severe dis- 
advantage by rules such as the dual rate system. , 
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I could write you a long list of reasons and experiences showing how both 
we and others have been hurt by the existence of the dual rate system, but will 
not do so for the sake of brevity. Suffice to say it is the small importer and ex- 
porter who has to look to the independents for protection as neither the con- 
ferences nor the FMB offer him any. 

Therefore, on behalf of my firm, I very much hope that you will see to it that 
this bill is not reported out and that the Supreme Court decision is allowed to 
stand as it should be. It is interesting to note that many of the conferences which 
did not have dual rate systems in the past were exactly those which quoted 
reasonable freight rates. The real gouging came from some of those with dual 
rate systems. 

Yours very truly, 
BE. C. CLASSEN. 


Mr. Dorn. Would the gentleman yield at that point? 

The Cuarrman. Yes. 

Mr. Dorn. All of these men ship through freight forwarders, do 
they not ¢ 

Mr. Stnciair. Not necessarily ; no. 

Mr. Dorn. The majority probably do? 

Mr. Stncuarr. They probably do, on certain occasions, but not neces- 
sarily for all shipments. 

Mr. Dorn. Have we heard, Mr. Chairman, if I may ask you, from 
any of the freight forwarders? 

Mr. Srncrair. At least two of the telegrams that you announced 
yesterday afternoon were from freight forwarders. 

Mr. Dory. That is what I wanted to find out. I wanted to discover 
whether any of the freight forwarders were going to testify. I would 
think that their —— ience would be helpful to the committee. 

The Cuairman. This hearing is open. I do not know how long we 
will be able to run it at this sitting, but I am sure that we will have 
them, if they want to testify. We have a little deal examining the 
freight forwarders, you know. 

Mr. Srxcuair. If I might make this comment, Mr. Dorn, except 
under unusual circumstances, it 1s not my understanding that freight 
forwarders would be signers of conference contracts, because they 
are agents of either the buyer or the seller. 

Mr. Dorn. Yes, but I felt they would have the experience that 
would give us valuable testimony here with reference to the bill under 
discussion. 

Mr. Stnciatr. I know of no contrary view in the freight-forwarder 
industry against the conference or the dual-rate system, and we have 
about 300 freight forwarders in our membership. 

Mr. Dorn. Thank you. 

The CHarrman. You said some conferences did not publish their 
rates. 

Mr. Stnciatr. That is right, sir. 

The Cuarrman. I was of the opinion that it was necessary for them 
to publish their rates. 

Mr. Sinctatr. It is only necessary for them to put them on file with 
the Federal Maritime Board. 

The CHarrmMan. That is, more or less, publishing them, is it not? 

Mr. Srncuarr. It is a little difficult, if you are an exporter in New 
York, to have to come to Washington to examine a file of rates. 

The CHarrman. What is the percentage of those that do publish 
and those that do not. publish ? 
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Mr. Stnciarr. I could not tell you. 

The Carman. But the rates are available, you might say. 

Mr. Srvciam. Yes, you might say, but not on a satisfactory basis, 
not satisfactory from ee ay ae of an exporter. 

The Cuarrman. A freight forwarder who handles Mr. X’s business 
would know what these rates were; would he not ? 

Mr. Stncuatr. He would know only on the basis of his past experi- 
ence of handling and provided there were no changes in the rates. He 
would not have available a copy of the tariff, itself, for those confer- 
ences which do not publish their tariffs. 

The Cuarrman. Did I understand you to say that your association 
is = of the chamber of commerce ? 

Mr. Srncuair. Well, we are a chamber-of-commerce organization, 
although our name does not indicate that. 

The Cuarrman. You are not known as the chamber of commerce? 

Mr. Stnciatr. We are known as a chamber of commerce, but not by 
that name, of course. 

The Cuarrman. Are there any other questions? 

Counsel will inquire. 

Mr. Cowen. Mr. Sinclair, you state that the tariff would be on 
record with Maritime as set up by the conference. The rates would 
be on file with Maritime, which would necessitate the shipper having 
to check with Maritime at a specific time and instance. Flarsteod 
yesterday, from testimony, that so many of these shippers had to base 
their cost or their price on the rates in effect at a specific future date. 

From that, would it necessitate a shipper, in every instance, to check 
with Maritime to see that the rates had not varied since his last con- 
tractual agreement ? 

Mr. Srnciar. They would check with the individual steamship 
company, more likely. 

Mr. Cowen. Well, when they are dealing with a conference ? 

Mr. Stncuartr. I think the general practice would be to check with 
the individual steamship company over which they expected to ship. 

Mr. Cowen. So that, in that way, they could avoid having to check 
with Maritime in every instance? 

Mr. Srnciatr. It just is not practical for a shipper to try and check 
with the Federal Maritime Board on rates in their tariffs, because it 
would take much too long and be much more expensive than just check- 
ing with the carrier itself. 

Mr. Cowen. I understand that, sir, but from the people for whom 
you speak, it would be a much simpler proposition if they published 
the tariff rates so that they would be where anyone could see them 
at any time ? 

Mr. Stncrair. Yes, sir. ; 

Mr. Cowen. Your people feel that the conferences should, certainly, 
do that much ? 

Mr. Stncratr. All of them should do that; yes, sir. 

Mr. Cowen. All right, sir. 

The Cuarrman. I see Mr. Guill and Mr. Stakem here. 

T am sure you are tremendously interested in this matter. 

Do you want to get a seat closer by ? 

Our next witness will be Mr. Hudtloff, of the Department of Agri- 
culture, who is here at my request. 
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STATEMENT OF MARTIN J. HUDTLOFF, DIRECTOR, TRANSPORTA- 
TION AND STORAGE SERVICES DIVISION, COMMODITY STABILI- 
ZATION SERVICE, DEPARTMENT OF AGRICULTURE 


The Cuatrman. I am not going to ask you to make any formal state- 
ment, because I realize, and the committee realizes, your position. Will 
you state who you are, for the record ? 

Mr. Huptiorr. Mr. Chairman, I am Martin J. Hudtloff, Director 
of Transportation and Storage Services for the Department of Agri- 
culture. 

The Cuarman. It has been stated here that farm interests and 
Agriculture join in the proceedings that brought about this hearing. 
What percentage of agricultural products are shipped by the Depart- 
ment of Agriculture on the conference lines and lines that have this 
dual rate ? 

Mr. Hupriorr. Mr. Chairman, I would like to answer your question 
on the basis of my recollection, taking a specific program, such as 
Public Law 480, title I, with which, I think, a lot of us are familiar. 

The Cuatrman. For the record, will you describe that ? 

Mr. Hupriorr. That is the program under which the Department 
of Agriculture disposes of surplus agricultural commodities for for- 
eign currencies and the Department guarantees the convertibility of 
them. 

During the past year, our movements were roughly about 714 mil- 
lion tons. Out of that 714 million tons, my recollection is that be- 
tween 18 and 20 percent of that total moved on liner movements 
which, in general, are covered by conferences. The balance of it was 
carried by tramps. 

The Cuatrman. That was bulk? 

Mr. Hupriorr. That is right, dry bulk carriers, so that out of that 
7 million it would be roughly 20 percent or in the neighborhood of 
1,500,000 tons. 

The Cuarrman. That was moved by operators that have the dual- 
rate system ? 

Mr. Hupriorr. Yes, sir. That is the best offhand answer I can give 
without actually referring to the records. It would be approximately 
20 percent. 

The CHatrMAN. From your observation, has this dual-rate system 
interfered with the program of the Department of Agriculture? 

Mr. Hupriorr. No,sir. Ithasnot. Asa matter of fact, Mr. Chair- 
man, at the time when the question was raised as to whether or not 
the Department should become a contract signer, so to speak, our at- 
torneys questioned the legality. 

The CuatrmMan. They do not require you to sign ? 

Mr. Huptiorr. No, sir; they do not. 

The CHarrMAN. So that that answers that. 

Mr. Hupriorr. We are not a member or a contract signer of any of 
the conferences. 

First of all, our attorneys were of the opinion that there was some 
question as to the legality of it and, secondly, since we were a rather 
substantial shipper we thought we could make equally good or better 
arrangements ourselves. 

The CuatrMan. You ship first one way and then another way? 
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Mr. Huptiorr. That is correct. 

The Cuamman. You have not found any disadvantage in the dual 
rate system ? 

Mr. Hupriorr. Not at all; no, sir. 

The Cuarrman. The Department of Agriculture in all probability 
is the largest exporter of agricultural products. 

Mr. Hupriorr. Yes, sir. That is correct. In many cases we do 
not actually ship them ourselves. They are carried out through pri- 
vate exporters but nevertheless, as far as the agricultural program it- 
self is concerned, we area very substantial shipper. 

The Cuarrman. Did you get the benefit of the lower rate over what 
you did ship ? 

Mr. Hupriorr. Mr. Chairman, we either got the low rate or we got 
a better rate. We either got the 10-percent rate which was authorized 
by the conference or, at times, we would go directly to the conference 
and tell them that we had a substantial quantity to move and ask them 
to quote us a rate. In some cases that was lower than the 10-percent 
reduction. 

The Cuarrman. How did that come about? 

Mr. Hupriorr. The conference agreed to it if we would use their 
conference exclusively. 

The CuarrmMan. It was a conference agreement that on account of 
this special movement by the Government they would give you a 
special rate ? 

Mr. Huptiorr. That is correct. 

The CuatrmMan. You were not confined to any individual company 
in getting that rate; were you? 

Mr. Hupriorr. No, sir. 

The Cuarrman. It was anybody in the conference ? 

Mr. Huprtorr. It was anyone participating in the conference. We 
generally agreed that we would give it to any member of the con- 
ference. 

The Cuarrman. In shipping with independents not in the confer- 
ence, what was your experience ? 

Mr. Hupriorr. Well, we found that where the independent com- 
pany actually wanted the business that they came out with a very 
good rate. 

In some instances it was below the 10-percent discount recognized 
by the conference. 

The Cuarrman. In some instances? 

Mr. Huptiorr. Yes, sir. 

The Cuamman. But not in all instances? 

Mr. Hvuprtorr. I think it depended largely upon whether or not they 
wanted the movement. 

The CHatrman. Could you depend on them as much as you could 
on the conference membership ? 

Mr. Hupttorr. Well, that is rather hard to answer “yes” or “no,” 
because when we had a substantial movement we usually contacted 
both of them. If the nonconference member or members were really 
interested in that particular movement, the chances are that they 
would give us a very substantial reduction. If they did not, then we 
usually wound up negotiating with the conference itself. 

We have had varied reactions. 
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The Cuatrman. May I ask you in this way: The conference mem- 
bership were always there ¢ 

Mr. Hupriorr. That is correct. 

The Cuarrman. And they would accept your shipments at any time 
whereas you had to contact the independent to see if you could get 
him; is that correct ? 

Mr. Hupriorr. That is correct, Mr. Bonner. 

The Crarrman. So that, without the dependability of the confer- 
ence membership you might have found yourself in a position where 
you could not have moved your freight at a favorable rate? 

Mr. Huprriorr. Yes; I think that is a correct statement. 

The Coarrman. Mr. Allen. 

I want to say that Mr. Hudtloff is here at the request of the Chair. 
I have him here as a sort of freewill witness. His operations came 
up. As I hear it, the Department of papi intervened in this 
matter before the court. Mr. Hudtloff, I want to protect your posi- 
tion and assure you that if there is anything you do not want to 
testify about it will be perfectly agreeable. You just say you would 
rather not. 

Mr. Auten. Mr. Hudtloff, in the occasions when you dealt for a bet- 
ter rate than the conference contract rate, were you in a position where 
you had a possible competition in shipping cargoes in bulk by the ship- 
load as against shipping them in parcel lots on berth liners. 

Mr. Huptiorr. Yes. That is true. In other words, we would gen- 
erally specify the quantity that was involved. We would tell them 
it was 50,000 tons or 60,000 tons and that same quantity could have 
moved by a bulk carrier. 

Mr. An.en. In saying that you are the major shipping agency of 
agricultural products, do you have any breakdown as to the percentage 
of the export grain, the export cotton, the export canned goods that 
the Department handles? 

Mr. Hupriorr. You mean for which we actually make the book- 
ing? Is that what you have in mind, or for which we arrange the 
ocean transportation ? 

Mr. Auten. I mean that for which you arrange the ocean trans- 
portation, by commodities or classes of commodities. 

Mr. Huprrorr. Yes, we do. 

Mr. Atten. What would you say you handle in the largest ship- 
ments? 

Mr. Huptriorr. Wheat. 

Mr. AtteN. What would come second ? 

Mr. Huptrorr. Probably one of the feed grains, corn, barley, oats, 
rye. 

Mr. Atiten. Can you give us the list? I am particularly curious 
as to where the canned products come into your handling and what 
percentage of those you ship. 

Mr. Huprrorr. The only canned products that we would have would 
be dried skim milk. Most of the commodities that T am speaking 
of, Mr. Congressman, are those which are in surplus; in other words, 
those which have been acquired under the price-support program, 
and we do not get them in processed form, so to speak, that is cans. 
We do acquire this milk and that is canned for export shipment. 
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Mr. Auten. That brings me me to the next question. 

Do you know what the values of the various categories of products 
are, the wheat, for example, the canned processed foods, the cotton, 
for example? 

Mr. Hupriorr. Yes. 

Mr. Atten. What would they be ? 

Mr. Huprtiorr. The total? 

Mr. Atten. No, the individual] items. 

Mr. Houprtorr. I do not know whether I thoroughly understand 
your question, Mr. Allen. 

Mr. Auten. What would be the value of the wheat that is exported 
in a year? 

r. Hupruorr. Mr. Allen, could I ask you this question: Do you 
mean for which we arrange the ocean transportation or that the 
partment of Agriculture either exports itself or through private ex- 
porters ? 

Mr. Auten. Actually, I would like both, if you have it. 

I would imagine that some of the big packers actually ship a con- 
siderable amount of produce which represents a great number of in- 
dividual farmers, and as for them it is the arrangement that the 
packer might make. As to the surplus kheat, the farmers themselves, 
through the Commodity Credit Corporation, are represented by you, 
and I am curious as to how many farmers and how much money the 
Department represents so as to find out how to evaluate the testimony 
of the various witnesses. 

Mr. Hupriorr. We could give you a statement showing the exports 
in which the Department has a direct interest, either they themselves 
are exporting them or that they are being exported under programs 
that are carried out by the Department, such as Public Law 480, 
or where they do some work for the International Cooperation Ad- 
ministration. We could give you a statement of that broken down by 
commodity, by tonnage and by value. 

Mr. Aten. I would appreciate having that in the record if it 
might be included, Mr. Chairman. 

The CHarrMan. If you will give us the memorandum, we will put 
it in the record. 

Mr. Hupriorr. I will be glad to do so. 

Mr. Atten. Could you include the total United States export fig- 
ures as to each of the commodities you list ? 

Mr. Hupriorr. May I have that question again? 

Mr. Atten. Would you include the total United States export fig- 
ure for each of the commodities that you might list ? 

Mr. Huptiorr. Yes. 
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(The information referred to follows:) 


UNITED STATES DEPARTMENT OF AGRICULTURE, COMMODITY CREDIT CORPORATION, 
ReEpPorT OF TITLE I OPERATIONS (PUBLIC Law 480) 


[No. 60. Period covered : Inception through Apr. 16, 1958] 
Sales of surplus commodities for foreign currencies 
SUMMARY BY COMMODITY—CUMULATIVE TO DATE 


[Data in thousands] 














Purchase authorizations issued ! | Estimated 
coeds lia ee at CCC in- 
Commodity vestment 
Quantity Commod- Ocean | plus cost 
approximate ity transpor- | of financ- 
amount 2 tation 3 ing 4 
Barley. - -- r:tulincbtetetémeondedcn) accede $65, 909 $10, 802 $114, 190 
Beans, dry SRE. nonce een ne ; 2 -3 me tric toms. ....... BL Nae ieeenabclinn 435 
Beef, fresh, frozen, or canned...-..-------| 57.2 metric tons...------ 30, 459 3, 168 | 33, 627 
Bulgur.. Das > siglo : 7.1 metric tons. ....--.-.- 700 106 806 
whe diy ae aauanes ‘ 14.0 metric tons... . 12, 145 30 20, 518 
Butter oil__.-- . ‘ ...---.| 0.7 metric tons ; Ge lepiicaias ane 1, 384 
Cheese -- utd ainhaipeeaieale ‘ ...-.| 8.9 metric tons . 4,774 272 | 9, 495 
Corn.-. me ai ------.| 1,563.9 metric tons.....-- 87, 469 | 7, 944 | 173, 248 
Cotton, upl Raa ies ack eabccdencmn aa 3506.6 DOIG s<cane~<en cs 480, 865 3, 392 642, 979 
SE 6 caincsck cheoiieom ani es ne 300 74 | 374 
Cottonseed oil, crude spunagesenesos 3.0 metric tons. - . --- ‘ 1, 206 68 | 1, 275 
Cottonseed oil, refined i .----| 177.1 metric tons 61, 955 1, 388 69, 143 
Cottonseed oil and/or soy bes i AMS ses 346.2 metric tons_.-.-.- 122, 070 5, 105 | 127, 175 
Fruits and juices, c anned.__. alate ...| 15.8 metric tons oe Se Libatwemandnd 3, 898 
Fruits, fresh_... jasengnennboncasbeutets 24.5 metric tons : Te low enboena = 2, 960 
Fruits, dried - smabunisanndinaion wee, lll ee 6, 599 95 | 6, 599 
Ghee... .- : ...--.--| 3.7 metric tons. - aapcing 4, 590 134 7, 985 
Grain sorghum nba ..-----| 206.9 metric tons. ...-.-.. 12, 847 1,914 22, 208 
Grain sorghum, barley, corn i ; 76.0 metric tons... -- Ee: Retemain seitiel 5, 926 
Rae, 6. ; soadirankedl ..--.--| 97.2 metric tons 29, 954 | 1, 093 | 30, 751 
Linseed oil. -- lite wtnce tidal 5.9 metric tons. -. . 1, 839 38 | 2, 603 
Milk, anhydrous- - Dircinaeembeiibtinil 0.6 metric tons... ....- 674 4 1, 053 
Milk, condensed - - ae ok ie -| 3.2 metric tons. .......-.- TO nessddamauin 1, 916 
Milk, dry nonfat__- a . ...| 48.9 metric tons-.-- 12, 014 71 21, 776 
Milk, dry whole gccdanciudésstdgcuadedl Bee DO RE cctersaws 1, 699 31 1, 730 
Milk, evaporated _..........-..-- : .| 10.1 metric tons........- 3, 283 58 3, 341 
Oats - - - - idlemm del Weed MEI Sena cdecdes 5, 422 904 | 9, 160 
Pork, canned and ‘cured... heue dalla 12.2 metric tons. .....--- 10, 288 147 | 10, 435 
Potatoes _- 23.1 metric tons 1, 392 406 1, 798 
Poultry, canned and frozen.....----- .| 2.0 metric tons arn  PEEe  becesachenein a 1, 781 
Rice, milled stbdkéowsaeuecss 1,177.6 metric tons on 171, 379 11, 544 | 280, 216 
Seeds, hay and pasture... .- ...--| 0.4 metric tons. ......... 400 24 | 424 
Soybean oil... -- peacescceens .| 341.3 metrie tons. ....... 129, 282 3, 961 | 133, 327 
I cnnwncncnseas nada bata ..-| 79.4 metric tons. . .-. 17, 524 835 | 18, 359 
Tobacco-.-.- ....---| 81.8 metric tons. ones 124, 945 1, 675 | 126, 467 
Wheat and/or wheat flour... ‘ ..| 13,959.5 metric tons - 915, 452 110,751 | 1,631, 059 
WG; GFF. cnasssscoscsce nhnwectns cnedh OO MONO TONE. asses 147 osinnagene 147 
ith. snnasscieabikecelaaenn ase aha iaeialeateelale | 2, 333, 191 166,034 | 3, 520, 568 
| ‘ i 
Commodity Amount 
amount (thousands) 
and ocean | Tota) purchase authorizations issued_._-- $3, 520, 568 
transpor- | Committed programs 5..._.........-..-. 290, 529 
tation Interest on CCC investment (February 
Control Office: thousands) WS wee et ee 82, 661 
SE CNUOUN Mic iccchéctsenenndanatens - $105,101 Se 
aa 148, 315 Total estimated use............... 3, 893, 758 
I) Cs Mica noescenaesembecie 357, 406 = 
Minneapolis, Minn.................. 50, 676 | Dollar reimbursement to CCC for foreign 
We CR, DN. Sc ccucpassacakuanak 795, 681 currencies used (February 1958)....... 117, 900 
SE Clik ewenenennbanknpidiecuindiende 474, 573 | Foreign currencies used for housing proj- 
1, 7 Sa ee 276, 494 ects under Public Law 161 (February 
Wr TO. Qiccncacceunsandeans 124, 945 Eo aicile sitesi licen Genta tplaparaatnetodle 26, 666 
Washington, D. C. (ocean transpor- Title I authorization total_._._- a 4, 000, 000 
SW vttiscasncsce aoe anthakee 166, » 084 Less total estimated use_-.._....-- ... 3,893,758 
OE conven nscumiemoenneisene 2 499, 2 5 | Estimated balance available......- 250, 808 


See footnotes at end of table, p. 110. 
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SUMMARY BY ‘¢ 


SOUNTRY—CUMULATIVE TO DATE 


[Data in thousands] 














| | | 
Purchaseauthoriza-| Esti- || Purchase authoriza-| Esti- 
| tions issued ! | mated | tions issued ! } mated 
es = | CCC in- |} a A ee CCC in- 
Country | | vestment | Country ! vestment 
Com- | Ocean plus cost || Com- Ocean | plus cost 
modity | transpor-| of financ- | modity | transpor-} of financ- 
| amount 2 tation 3 ing * | amount?) tation’ | ing * 
snitiinlighitinapeni |_—— i nl ceitiedaieniiiesescsanei ‘anes ess 
Argentina-.-- | $30,970 | $34, 406 Italy. $148, 031 $1, 115 $190, 248 
Austria 39, 692 60, 985 Japan 149, 165 399 207, 485 
Brazil-_-- } 129, 575 Korea 113, 971 12, 937 162, 733 
Burma..-.- 32, 109 Mexico 26, 600 1, 147 63, 090 
Chile 3, 068 54, 878 Netherlands 275 106 
China, Republic of- 12, 388 Pakistan , don 15, 738 281, 947 
Colombia... | 44, O89 Paraguay 2, 600 395 1, 443 
Ecuador 10, 035 Peru 438 1, 654 31, 580 
Egypt 36, 091 Philippine 302 5, O73 
Finland te 2, 541 47, 395 Poland 7, 282 | 6, 404 179, 921 
France 586 31, 606 || Portugal 7, O95 13, 494 
Germany 1, 200 Spain 234, 890 13, 820 | 275, 728 
Greece 2, 038 86, 959 Thailand 4, 600 4, 907 
Iceland 75 3, 577 rurkey 136, 552 20, 141 221, 747 
India 33, 227 520, 986 United Kingdom 43, 150 t14 43, 564 
Indonesia 4,612 135, 472 Yugoslavia 252, 930 10, 406 431, 949 
Tran 20, 920 
Israel 2, 668 129, 572 Total _. 2, 333, 191 166, 034 | 3, 520, 568 





SUMMARY OF REPORTED SHIP 


Commodity 


Barley 
Beans, dry edible--- 
Beef 


Butter 

Butter oil 
Cheese 

Corn 

Cotton linters 
Cotton, upland 
Cottonseed oil, crude 
Cottonseed oil, refined 
Fruit, canned 

Fruit, dried 

Fruit, fresh and juices 
Grain sorghum 

Lard 

Linseed cil 

Milk, condensed and condensed sweet 
Milk, dry nonfat 

Milk, dry whole, and anhydrous 
Milk, evaporated 
Oats. 

Pork 

Potatoes 

Poultry 

Rice, milled 

Seeds, hay and pasture 
Soybean oil 

Tallow 

Tobacco 

Wheat and w it flour 
Whey, dry 


Total 


See footnotes at end of table, p 


MENTS BY COMMODITY—CUMULATIVE TO DATE 


Data in thousands] 


Estimated 

CCC in- 

Quantity vestment 
plus cost of 

financing 























Sgt -| 763.4 metric tons. ..........«| $61, 673 
eaeetie = 2.1 metric tons..... poccsel 673 
nc eel 42.2 metric tons 30, 277 
Pe ne «oc anetanneve 10, 923 
2.7 metric tons tes . 5, 056 
4.4 metric tons : ‘ 4,152 
1,018.5 metric tons ; e 04, 110 
‘ 1.9 metric tons 256 
—— 4 2,339.3 bales _ 512, 967 
senate ..| 3.2 metric tons eee 1, 344 
| 236.2 metric tons ; 94, 279 
7.3 metric tons : ‘i 1, 781 
14.7 metric tons 4, 730 
11.3 metric tons 2, 066 
163.6 metric tons : 14, 652 
. 81.6 metric tons ‘ 26 
‘ 3.5 metric tons... .. ; 1, 432 
3.8 metric tons 1, 900 
21.3 metric tons 8, 769 
1.3 metric tonms_-..-.-.. i saan 
8.4 metric tons ‘ 2, 665 
92.9 metric tons 8, 706 
9.1 metric tons ‘ 10, 341 
23.1 metric tons ati 1, 798 
2.1 metric tons... ; 1, 197 
1,117.9 metric ton Z 255, 589 
0.4 metric ton 418 
386.9 metric tons 145, 075 
83.2 metrie tons 17, 795 
7 metric tor 110, 264 
2,317.4 metric ton 1, 388, 997 
).9 met i 147 


119 


| 
| 
| 
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Sales of surplus commodities for foreign currencies—Continued 


SHIPMENTS REPORTED—CUMULATIVE TO DATE 


Pur- 
chase 
Country jauthori- 
zation 
No. 
Argentina 14-01 
Do 14-2 
Total 
Austria 21-01 
Do 21-02 
Do 21-03 
Do : 21-04 
Do 21-05 
Do 21-06 
Do 21-07 
Do 21-08 
Do 21-09 
Do.. 21-10 
Do 21-11 
Do 21-12 
Do 21-13 | 
Do 21-14 
Do 21-15 
Do 21-17 
Do 21-18 
Total 
Brazil 28-01 
Do 28. 02 
Do | 28-03 
Do 28-04 
Do | 28-05 
Do 28-06 | 
Do 28-08 
Do 28-09 
Do 28-10 | 
Do 28-11 
Total 
Burma | 33-01 
Do 33-02 
Do 33-03 
Do 33-04 
Do 33-05 
Do 33-06 
Do ‘ 33-07 
Do ; 33-08 
Do 33-09 
Do 33-10 
Do : 33-11 
Do 33-12 | 
Total 
Chile 12-01 
Do 12-02 
Do 12-03 | 
Do 12-04 
Do 12-05 
Do 12-05 
Do 12-06 
Do 12-08 
Do 12-11 
Do 12-12 
Do 12-13 
Do 12-14 
| 


Cottonseed oil, refined 


do 


Corn 

Tobacco 
Cotton, upland 
Wheat 

Corn 

Cotton, upland 
Tobacco 

Lard 

Dried fruit 
Canned fruit 
Cotton, upland 
Corn 

Wheat 
Tobacco 
Cotton, upland 
Corn 

Tobacco 


Wheat 
Lard_.- 
Corn.. 
Wheat flour 
Tobacco 
Wheat 
do 
Lard 
Wheat 
Cottonseed oil, refined 


Milk, evaporated 
Tobacco 
Cotton, upland 

do 

do 
Canned fruit 
Dried fruit 
Cotton, upland 
Milk, condensed 
Tobacco 

do_. 


do 


Cottonseed oil, refined... 


Wheat... 

do — 
Cotton, upland... 
Soybean oil. 


Cottonseed oil, refined. -_. 


Soybean oil. - 

Tobacco 

Seeds, hay and pasture 
Wheat. . 

Cotton, upland 
Wheat-. 


See footnotes at end of table, p. 110. 


[Data in thousands] 


Shipments rey vorted 


Quantity 


Estimated 
| CCC in- 
vestment 
plus cost 
| of financing 





19.4 metric tons 
71.3 metric tons 


80.4 metric tons. -.-..- 


0.3 metric tons- 
2.5 bales 
55.5 metric tons 





105.6 metric tons-_-_- 


32.6 bales . 
2.2 metric tons. --.- 
es Oo eae 
0.6 metric tons. -- 
0.02 metric tons-- 
2.6 bales 


| 51.4 metric tons- - --- 


30.2 metric tons 
0.2 metric tons-- 
10.3 bales Sela 
20.3 metric tons. 
0.7 metrie tons 


481.7 metric tons 
4.7 metric tons 

| 9.4 metric tons 
18.1 metric tons_ - 

| 0.06 metric tons 
48.9 metric tons 

| 260.9 metric tons 
2.7 metric tons 
147.8 metric tons 
1.6 metric tons... 


2.0 metric tons 
0.3 metric tons_- 

| 18.0 bales 
59.6 bales 
17.3 bales 
0.3 metric tons 
0.1 metric tons 
19.3 bales 

| 3.0 metric tons 
0.2 metric tons 
0.1 metric tons 
0.3 metric tons 


7.3 metric tons... . 
36.6 metric tons... 
113.3 metric tons__ 
31.1 bales__. 
11.8 metric tons... 
2.0 metric tons-.. 
22.0 metric tons 
0.1 metric ton... 
0.4 metric ton... 
57.9 metric tons. 
| 12.2 bales. 
| 32.6 metric tons_-.-. 


| 
6 $$8, 211 
26, 195 
34, 406 


6 6, 724 

6 509 

6 497 

} 67,119 
} 9, 504 
| 7, 484 
3, 049 





2, 417 
1, 163 
1, 000 


51, 691 


6 $62, 630 

6 1, 497 

6 738 

| 6 2, 392 
6 243 
6 5, 932 

| 28, 987 


od 1, 281 


15, 119 
762 


119, 581 


6 629 
498 
3, 969 
13, 558 
3, 852 
6 102 
6 63 
4, 700 
1, 490 
285 

| 250 
461 





29, 857 


| $3,120 
| 6 3, 786 
| 12, 570 
6 7, 602 
64,172 

816 

8, 023 

6 262 

*418 

6, 850 

2, 827 


3, 153 





53, 599 


== 
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Sales of surplus commodities for foreign currencies—Continued 


SHIPMENTS REPORTED—CUMULATIVE TO DATE—Continued 


Pur- 
chase 
Country authori- 
zation 
No. 

China 37-01 
Do 37-02 
Do 37-03 
Do 37-04 
Do. 37-05 
Do. 37-06 
Do 37-07 

Oe awe 

Colombia 25-01 
Do 25-02 | 
Do 25-03 
Do 25-04 
Do | 25-05 
Do . 25-06 
Do 25-07 
Do 25-08 
Do 25-09 
Do 25-10 
Do 25-10 
Do 25-11 

Total 

Ecuador 29-01 
Do 29-02 
Do ; 29-02 
Do ; ‘ 29-02 | 
Do.... 29-03 
ON ain ibe 29-04 | 
ema ----| 2-05 | 
ee 29-06 
Do..-- 29-08 | 
Do... seoscese 29-09 i 
Do.. onan 29-09 | 

Total_- 

Egypt 30-01 
Bo 22222277772} 30-02 | 
a cctaibiaehoae 30-03 | 

Total 

Finland -| 18-01 | 
Do_... 18-02 | 
Do.. 18+44 
NE tastes ain : 18-05 | 
ds ..| 18-06 | 
ct pinah ee 18-07 | 
Aa css ‘ 18-08 | 
Do asa 18-09 | 
Do 18-10 | 
Do... 18-11 | 
Do =. 18-12 | 
Do ion 18-13 
Do oebatle 18-14 
Ricca | 18-15 | 

Total 

Psavccese 27-01 
i eesmnin | 27-02 | 
Do : 27-03 
i a 274)4 

ae ec kecoe 


Commodity 


Tallow. 

Tobacco 

Cotton, upland 

Milk, evaporated 
Milk, condensed sweet 
Milk, dry whole. - - 
Tobacco 


Wheat 

Cottonseed oil, refined 
Cotton, upland 
Cottonseed oil, refined 
Wheat. 

Cotton, upland 
Wheat 

Wheat flour 

Cotton, upland 
Cottonseed oil, refined 
Soybean oil 

Wheat flour (cracker 


Wheat 

Cottonseed oil, refined 
Cottonseed oil, crude 
Soybean oil 

Tobacco 

Cotton, upland 
Wheat. .... 

Tobacco 

Tallow 

Cottonseed oil, refined 
Soybean oil 


Wheat -. 
.do 
sana 


Tobacco 
Cotton, upland 
Wheat 
Tobacco 

Corn 

Cotton, upland 
Fruit, dried. 
Fruit, fresh pears 
Corn 

Wheat 
Tobacco 
Wheat 

Cotton, upland 
Fruit, dried 


Tobacco 
_.do 
_..do 
Cotton, upland 


See footnotes at end of table, p. 110. 


{Data in thousands] 


Shipments reported 


| Estimated 
CCC in 
vestment 
plus cost 

of financing 


Quantity 


5.2 metric tons... $1, 065 
0.7 metric tons... 1, 204 
41.0 bales. 8, 225 


0.5 metric ton. . 185 


0.8 metric ton... 410 
0.6 metric ton... 931 
0.2 metric ton... 426 

12, 536 





22.2 metric tons 6 3,028 


3.0 metric tons $1,123 
8.3 bales 61,612 
3.6 metric tons $1, 566 


49.2 metric tons 
32.7 bales 


§ 6, 987 
6, 973 


34.0 metric tons 3, 720 
4.6 metric tons 329 
11.2 bales 2, 785 
2.0 metric tons 902 
0.8 metric tons 266 
1.7 metric tons 119 
29, 410 

14.9 metric tons 6 2,097 
3.7 metric tons 1, 459 
0.2 metric tons. | 69 
0.2 metric tons 78 
0.1 metric tons. -_. 6 209 

_| 1.7 bales__. a 6 400 
| 13.4 metric tons . 1, 528 
.04 metric tons ‘ 76 

| 2.6 metric toms... ......- 625 
| 3.6 metric tons... . 7 i, 304 
| 0.8 metric tons -.-_. | 292 
aba 8, 227 

81.1 metric tons - - - 10, 225 
82.4 metric tons _ - 6 10, 316 

| 129.8 metric tons 615, 550 
36, 091 

| 1.8 metric tons 6 2, 236 
| 14.6 bales 6 2, 936 
| 90 metric tons. * 11, 960 
2.6 metric tons 6 3, 237 
16.8 metric tons 6 1, 650 

| 17.8 bales 4, 239 
| 3.4 metric tons . 61,125 
0.5 metric tons... $75 
20.2 metric tons 2, 299 
4.5 metric tons i 545 
0.9 metric ton 1,018 

| 21.4 metric tons 2, 512 
5.9 bales : ; 1, 449 
0.4 metric ton. _. an 140 


35, 421 


0.4 metric ton 6 650 
1.4 metric tons... ..-- 1, 400 
0.9 metric ton..__-- 1,171 
32.1 bales 5, 304 
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Sales of surplus commodities for foreign currencies—Continued 
SHIPMENTS REPORTED—CUMULATIVE TO DATE—Continued 
{Data in thousands] 























Shipments reported 
ra |... manatees ae — 
_ | chase | 
d i Country authori- | Estimated 
zation | COC in- 
t No. Commodity Quantity | vestment 
t | plus cost 
ng | | of financing 
—. | 
65 Germany. ......-- 96:68.) TREY... «oon ccccccensevecnsocaseudy Meh iacteesn $1, 197 
04  iceceenctnstn SE Ie on oacn<conssdnehaetanel 56.3 metric tons. - ---- : 7, 719 
25, i caieansdivwn ea 26-02 | Soybean oil. .......-.----.--- .| 6.4 metric tons. .......-- 6 2, 207 
gr iota Siehd  Cinnirnsaengueniet — .005 metric tons....-..--| 83 
10 Do Kcagaetnnn |) TPL Mids kbdhcoensnen eee EEE § 1,579 
3] DO. ccccecenesse| Serpet TP REER eNeM s -=— 26.9 metric toms... -.-..-..-) 62,741 
OF TR cc deuat 26-05 | Milk, evaporated cintmhhaadae .| 3.8 metric tons-_-_.-_---.--- | 61,181 
| ee 26-06 | Wheat. dnewaeceeewndaihinad Get Matta 6 3, 550 
36 =e ..| 26-07 | Cheese__- Daca aonceos) Ce BENE Ee decaiton -| 6 535 
ie a 26-08 | Milk, dry, nonfat...............--.-| 4.4 metric toms_......... | 1, 733 
28 i etence ; | 26-09 | Wh hey, dry scmeanencnest Tia caiwasal 6 147 
23 eisanescmegitin 26-10 | Wheat Dit i dc cedaewanndaiadae | 15.5 metric tons. -.-._... 6 6, O81 
12 i veaaaaiia 26-11 eat... renee lll ee 1,813 
36 Do onan | 26-12 | shin idtheieknegernadeeses 82.1 metric tons. -..-..--- 6 8, 189 
37 DO casacesnwasgg | 26-13 | Oats....- yerenes shaman ----| 13.9 metric tons..-....-.- 1, 398 
13 Mi isteaasas no] BEE | SEED doen a tancccnncos-sccaccscnasc=} saat ons $1, 645 
x) | Do sucasaogs] Sean | Comm. 62500 snepeebetennmegs | ai ib cWanch $1,353 
9 Do.. -_....| 26-16 | Soybean oil. ieipinsnened aiasanentee | 15.0 metric tons.-.-.-.-- 6 5, 988 
5 i BD noncncoscnhn| (EE ena = anne saddunacen ceed aeadesan 7, 093 
2 | Do | 96-20 | Milk, ev aporated ae ; 1.5 metric toms. ...._.._- | 483 
6 Do 96-21 | Cheese-. 0.3 metric tons -.-._-..--- 274 
9 Do. se 96-22 | Wheat......- 76.4 metric toms... ..-.-. 8,050 
* Do inna 26-23 | .do_. 1.8 metric tons. ----...-- 240 
0 Do eee 26-24 | Corn.. iceeunes 9.3 metric toms. .-.-...--| 1,059 
i Do ae 26-25 | Milk, evaporated... (aeeealicisacnieaanene | 0.6 metric tons... -._...- 187 
7 Do.. .| 26-26 Cheese ‘ . noo cacaeesisyeh ME ecesases 68 
9 | DE .ncecn--nn-v-| BO eee f catenin kedeamaaetal 57.5 metric tons... _--.-..- 6, 035 
9 wns _..--| 26-30 | Corn nsdieliamioaiel oncasanatneul ne onwonece 3, 327 
g sicsitipaipans -| 26-31 | Oats......-- eee Te a ee 729 
9 ee idesa te aiue Pp. 3 ~~ ae | EME 1, 874 
: | | ~ 
; Total....--. eatin diced ins oi tosiatiiaenguscessnaererna cian aa 77, 290 
f } | 
. Soiland.............) A008 | Wineet @eur.......... 2-5. ssecne es 8.4 metric tons. ___.....- | 609 
4 Do.....--------| 40-02 | Cottonseed oil (salad) pa lekanetmendien | 0.1 metric tons_--.-...--- 46 
2  _ eee 40-02 | Soybean oil... -- eee! Cl EE 51 
Til ccoccoccoos) NEL IIE INT ccacascnncesdianveul | tena cnaee 107 
. ES | 40-05 | Fruit, Si oninncinrosdeaeiteabbanian | 1.5 metric tons. ........- 285 
; isc biaiowees | 40-06 | Fruit juice, canned... .._.- staal | 0.2 metric tons. ......-.. | 38 
; Bs wire anion | 40-07 | Corn, cracked.......--..----.-------| 6.0 metric tons. --------- 620 
; ee | 40-08 | SE laine. secrrevecetengeaninee | 4.7 metric toms. -.......-.| 508 
Do.. ------| 40-09 | Tobacco. .-...-------------------- -| 0.2 metric tons.........-| 394 
Tain bisa | 40-10 | Linseed oil_------- pdvadnessocasesen | 0.3 metric tons....--...- | 124 
. ER ete EL EE CI cnet nenciccunamangueadood | 0.2 metric tons-_--..---_-- 87 
: D6 ccccn coup os) ARI RINE vo 000-5 cnanaenccosenss) ei beesesnane 40 
Do.........----] 4-13 | Fresh fruit... .......-.-------.------ 0.02 metric tons... -.-.-.- 3 
' Do ------| 40-14 | Fruit. canned-.-- sesecennes ---| 0.04 metric tons. -.---..-. 15 
! ths cvercechaneal Fe cigaleedeno=eshilpanesesichesommcssanssliaianeenuaanaaaiaeae 2, 927 
3 BO scciecsncesned tt hiccnnaseneonentertelian _..-----| 1,107.5 metric tons.......| 123, 627 
| Do. ; -| 30-02 | Rice, milled.....-..........--.-- .---| 196.8 metric tons. - -.---- 51,013 
| Do -| 39-03 | Cotton, upland--.-....---....------. LS Se 31, 152 
, Do... -| 90-04 | Wheat........-.-.-.--.--.-- ----.---| 361.4 metric tons... .....- 38, 399 
Do... .--| 30-05 | SI sn nebo asc sin ance cll 100, 164 
a eee 39-06 | i etd a acta SS ene 645.7 metric tons_.......- 71, 001 
Do... ; .| 39-08 | Tobacco. wiaense noanonwenee) GE ccnsengue 256 
Be iatscalouiaing | 39-09 | Cotton, upland -_.-- ; Eee EEE 9, 033 
Do. 39-10 | Tobacco. - -. oa ns 0.9 metric tons_----..--- 2, 013 
Do... Seeiid 39-11 | Milk, oF nonfat___- 1 <img eenanitoeisiiecatd: Sent ici condcamate 1, 959 
iiss ania 39-12 | W heat _. local adean@guine ..| 421.7 metric tons- - -.-.-- 43, 642 
| EnGemesia..........| DOL.) Bios, anilied..............-..... ..| 173.5 metric tons-- -- 41, 412 
| Do. 7 34-02 | Wheat flour. wie ottuine 41.1 metric tons--.-- 5, 738 
| Pin cara 34-03 | Tobacco . p ean 5.7 metric tons. - ..-.-- 6, 664 
a : 34-04 | Cotton, upland - -- sacaseacennsee sak ind weld meant 3, 155 
| Minktaunte 34-05 | Rice, milled_-- saree doha 70.9 metric tons......--- ® 15, 298 
Do cemiease Dink.) Cathey GRNGR...... . .-dcnscewsasnen BA RNG. etionbuniennaas 4, 382 
; ee SOPOT - buen csQPines wen jt ict nessa neni 616 
IO -umnccinesnieh nt heeled i ; nae | SE ‘ 789 
Do | 34-09 |...-. dG ceinnd edb esinaennensuae Sion SR haisesensdamies 9. 766 


See footnotes at.end of table, p. 110. 








106 TO AMEND SHIPPING ACT, 1916 


Sales of surplus commodities for foreign currencies—Continued 


SHIPMENTS REPORTED—CUMULATIVE TO DATE—Continued 





[Data in thousands] 


! 
Pur- |_ ane 
chase | 
Country authori-| 
zation | 
No. Commodity 
Indonesia 34-10 | Wheat flour 
Do. 34-11 | Cotton, upland 
Do 34-12 Tobacco 
Do. 34-13 | Cotton, upland 
Do 34-14 | Rice, milled__- 
Do 34-15 | Wheat flour 
Do : 34-16 | Tobacco 
Do 34-17 | Cotton, upland 
Total. - | 
Iran 32-01 | Wheat 
Do 32-02 | Butter oil. 
Do 32-05 | Wheat 
Do .| 32-06 do 
Total Ps .e 
} i 
Israe] . 16-01 | Wheat 
Do. _..| 16-02 | Grain sorghum_. 
Do. ae 16-03 | Butter 
Do . 16-04 | Cottonseed oil, refined. - 
Do 16-05 | Cotton, upland. - 
Do 16-06 | Tobacco 
Do 16-07 | Wheat 
Do 16-08 | Grain sorghum 
Do 16-08 | Barley -- 
Do 16-09 | Rice, milled 
Do 16-10 | Wheat_- 
Do | 16-11 | Barley 
Do | 16-11 | Grain sorghum 
Do ' 16-11 | Corn 
Do 16-12 | Cotton, upland 
Do 16-13 | Milk, dry nonfat 
Do 16-14 | Butter_- 
Do 16-15 | Cheese 
Do 16-16 | Beans, dry edible 
Do 16-17 | Cottonseed oil, refined 
Do 16-18 | Tobacco 
Do. 16-19 | Beef 
Do | 16-20 | Wheat_- 
Do | 16-22 | Cheese 
Do 16-23 | Tallow. 
Do | 16-24 | Corn 
Do 16-25 | Se 
Do 16-26 | Wheat 
Do 16-27 do.. 
Do 16-28 do 
Do 16-29 do 
Do 16-30 | Soybean oil_-- 
Do | 16-30 | Cottonseed oil, refined _-- 
Do. | 16-31 | Tallow_. 
Do ..| 16-32 Fruit, dried 
Do. 16-33 | Cotton, upland 
Do. 16-34 | Tobacco 
BA cticeile 16-35 | Milk, dry nonfat 
Do 16-36 | Milk, dry whole 
Do 16-37 | Butter 
Do : 16-38 | Cheese 
Do 16-39 | Grain sorghum 
Do ‘ 16-40 | Corn... 
Es nticisuecankbdeeibabeabhadhataaes 
Italy. ‘ | 20-01 | Tobacco 
Do 20-03 | Cotton, upland 
Do..- 20-04 | Corn 
ae... 20-05 | Wheat 
Do “Sees 20-06 | Soybean oil 
Do. 20-06 | Cottonseed oil, refined. - 
Do.. 20-07 | Soybean oil 
ect 2 20-08 | Tobacco. 
Do M0 ' Sawhagn of] 


See footnotes at end of table, p. 110. 


Shipments reported 


Quantity 


2.7 metric tons 
94.4 bales___- 
3.0 metric tons 
22.3 bales 
25.0 metric tons 
2.9 metrie tons 
2.0 metric tons 
0.6 bale 


59.9 metric tons 
0.7 metrie tons 

64.1 metric tons 
20.2 metric tons 


49.3 metric tons 
38.1 metric tons 
1.1 metric tons. _- 
2.2 metric tons 
5.4 bales 
0.1 metric ton 
31.5 metric tons 
30.7 metric tons 
9.7 metric tons 
0.3 metric tons 
93.9 metric tons 
19.3 metric tons- 
58.0 metric tons 
1.9 metric tons 
7.6 bales 
1.2 metric tons 
2.1 metrict tons. 
0.6 metric tons 
1.9 metric tons 
6.0 metric tons 
0.1 metric tons 
11.2 metric tons 
77.5 metric tons 
1.6 metric tons 
0.5 metric tons-_- 
36.4 metric tons. 
33.0 metric tons. 
9.6 metric tons 
1.1 metrie tons... 
28.6 metric tons 
117.8 metric tons 
1.1 metric tons- - 
2.4 metric tons... 
lad 1.6 metric tons. - -- 

0.3 metric tons 

4.1 bales 

0.07 metric tons 
metric tons 
0.2 metric tons 
4.2 metric tons. 
0.7 metric ton 
36.8 metric tons 
31.4 metric tons 


» 


1.9 metric tons 
215.4 bales 

| 47.6 metric tons 

| 24.4 metric tons --. 
5.6 metric tons 
6.1 metric tons 
13.2 metric tons 
1.3 metric tons - _- 
46.3 metric tons 


Estimated 
CCC in- 
vestment 
plus cost 
financing 


$5, 623 
21,121 
4, 428 

a70 


6, 675 
182 

3, 170 
156 

134, 547 
68, 820 
1, 363 

8, 169 
2, 449 


20, 801 


6 6,314 
3, 168 
1, 836 
6 902 
1,115 
6 204 
4,030 
2, 324 
6 929 
649 

6 12, 357 
1, 881 
3, 912 
131 

1, 595 
6 482 
2, 890 
6 504 
6 352 
6 2,342 
6 192 
¥, 99Y 
7, 855 
1, 432 

§ 106 
62,315 
3, 370 
959 
107 


eo 


o 


o 


o 


cS 


11, 516 
413 
959 
370 
100 
853 
104 

3, 350 
207 

6, 101 
689 

5, 248 

3, 853 


110, 160 


3, 247 
49, 473 
6 2,942 
§ 3, 364 
6 2,165 
6 2, 409 
64, 506 
6 2, 233 
2, 331 
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Sales of surplus commodities for foreign currencies—Continued 


SHIPMENTS REPORTED—CUMULATIVE TO DATE—Continued 


Pur- 
chase 
Country authori- 
zation 
No. 
3 
1 Italy-- 20-10 
8 Do 20-11 
> Do 20-13 
“4 Do 20-17 
> Do 20-18 
; Total 
7 Japan 22-01 
Do 22-02 
) Do 22-03 
; Do 22-04 
) Do 22-05 
) Do 22-06 
Do 22-07 
Do 22-08 
7 Do 22-09 
Do 22-10 
Do 22-11 
Do 22-13 | 
: Do 22-14 | 
| Do 22-15 
| 
Total 
Korea 24-01 
Do | 24-02 
Do 24-03 
Do 24-04 
Do 24-05 
Do 24-06 
Do 24-07 
Do 24-09 
Do 24-12 
| Do 24-13 
Do 24-14 
Do 24-15 
Do 24-16 
Do 24-17 
Do 24-18 
Do 24-19 
Do 24-20 
Total 
Mexico 43-01 
Netherlands 38-01 
Pakistan 1-01 
Do 15-2 
Do 15-03 
Do 1544 
Do 15-05 
Do 15-6 
Do 15-07 
Do 15-08 
Do 15-09 
Do 15-10 
Do 15-11 
Do 15-12 
Do 15-13 
Do 15-14 
Do 15-15 
Do 15-16 
| Do 15-17 
| Do 15-18 
Do 15-19 
Do 15-20 
Do 15-21 
Do 15-22 
Do 15-23 


[Data in thousands] 


Shipments reported 


‘ommodity 


Tobacco 
Cotton, upland 
Tobacco. 
Cotton, upland 
Corn 


Rice, milled 
W heat 
Barley 
Tobaeco 
Cotton, upland 
Barley 
W heat 
Barley 
Cotton, upland 
Tobacco 
Corn 

do 
W heat 
Corn 


Cotton, upland 
Tobacco 
W heat 
Barley 
Pork, canned 
Tobacco 
Milk, dry whol 
Cheese 
Rice, milled 
Cotton, upland 
tice, milled 
Barley 

do 
W heat 
Rice, milled 
Lard 
W heat 


Corn 
Cotton, upland 
Tobacco 
Butter oil 
Linseed oil 
Cotton, upland 

.ao 

do 

.do 

do_. 

do 

do 

do 

do 

do 


Tobacco en 


do 
Rice, milled 
W heat 
Tobacco 
Rice, milled 
Cotton, upland 
Wheat 
Rice, milled 
Cotton, upland 


See footnotes at end of table, p. 110. 


27695—58 S 


Quantity 


1.1 metric tons_.-.- 
192.9 bales 

0.9 metric ton. -_ 

6 bales 

29.7 metric tons- -- 


2 metric tons 


Q7 
Qn709 £ 
of 


2.5 metrie tons ‘ 


56.8 metric tons 
3.0 metric tons 
187.1 bales 

18.7 metric tons_-. 
348.9 metric tons 
80.9 metrie tons 
132.3 bales 

1.4 metric tons 
50.9 metric tons 
9.4 metrie tons 
121.7 metric tons 
39.0 metric tons 


55.9 bales 

2.8 metric tons 
113.7 metrie tons 
200.9 metric tons 


| 6.8 metric tons 
| 1.1 metric tons 


0.1 metric tons_- 
0.4 metric tons a 
66.1 metric tons 
3.3 bales 


60.4 metric tons 


48.2 metric tons 
30.1 metrie tons 
34.2 metric tons. 
11.0 metric tons 
1.2 metric tons % 
65.0 metric tons 


155.9 metric tons 
1.8 bales 

0.7 metric tons 
2.0 metric tons 
1.4 metric tons 
0.3 bales 


| 45.9 bales 


7.5 bales _- 
4.0 bales 
6.6 bales 

1.5 bales 

7.2 bales 
2.3 bales 
4.2 bales 
5.6 bales 
0.9 metric tons 
0.2 metric tons 
126.0 metric tons 
226.2 metric tons__ - 
0.8 metric tons 


135.5 metric tens- - - - 


25.0 bales ed 
245.9 metric tons- --. 
63.7 metric tons- - -- 
7.2 bales 


Estimated 
CCC in- 
vestment 
plus cost 
| of financing 


| 


$2, 012 
44, 294 
1, 547 
1, 342 
3, 579 


143, 444 





619, 745 

6 39, 373 

6 4, 680 

6 5, 105 

6 34, 991 

1, 283 

33, 809 

6 5, 954 

29, 092 

6 2,717 

6 6, 198 

1, 067 

13, 132 
| 4, 432 


201, 578 


69, 991 
| 6 4, 848 
12, 320 
14, 221 
| 8, 249 
} 2, 126 
100 
452 
12, 734 
562 
11, 978 
3, 924 
2, 239 
3, 521 
2, 244 
} 505 
6,111 
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TO AMEND 


SHIPPING ACT, 
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Sales of surplus commodities for foreign currencies—Continued 


SHIPMENT 


(Data in thousands] 





S REPORTED—CUMULATIVE TO DATE 





-Continued 






































Shipments reported 
Pur- aoe meee ee sce 
chase | 
Country authori-| Estimated 
zation CCC in- 
No. Commodity Quantity vestment 
| plus cost 
of financing 
| 
Pakistan... .-.....-| 15-25 | Cottonseed oil, refined 5.6 metric tons -_ - $2,177 
Do 15-26 | Soybean oil | 0.3 metric tons 119 
Do Re 15-27 | Wheat_. 27.9 metric tons 2, 546 
Do 15-28 do 371.0 metric tons 29, 083 
Do 15-29 | Rice, milled 66.5 metric tons 13, 202 
Do. 15-30 | Tallow, inedible. 0.3 metric tons 76 
Total 214, 25 
Paraguay --- noo. cpa nkeuacoewnion 19.2 metric tons 62,412 
ae 36-02 | Wheat flour. -| 8.0 metric tons. - - 61,112 
Dac s) idcnametechas 36-03 | Cottonseed oil, refined..__...-- 0.9 metric tons_-- - 6 359 
Do. | 36-04 | Lard ------.-| 0.7 metric tons_--..-... $219 
Binns ntesncosne | 36-05 | Milk, dried whole.........---.------| 0.4 metric tons...---...- 436 
| | aes 
OUR, <. .c20 =| cnsasse | -- ons see] - 4, 538 
eo Se NR ns 100.2 metric tons... _.... #11, 940 
EE Sear eetter 13-02 | Cottonseed oil, refined............-.- 3.6 metric toms. ......... $1,044 
es TL has sccctekdpenacnemeichheenaks 0.1 metric ton. ....-.._--| $96 
| 13-04 | Wheat ‘ Pee: 38.2 metric tons... ....-- § 4,370 
BN oar Reteais 13-05 |----- GEA a tisdale nbamaseniaickssniaaicemaice 30 metric tons __- - - -- 3, 121 
PGinhbaicrns | 13-06 |----- 60g csccncctnnnnadanasinneneee | 20.1 metric tons. ...-.... 1, 848 
| ea 
a  cammeaiete LadhesdneutbietenainsedinesahaerdnnetibacnelsnenniaatsGieenhsipebecbanne 22, 419 
| _——_-— == 
Philippines--.-....-.. hI svn np inedicdinenectgswan eos | 17.1 metric toms. .......- 4, 142 
Tis tcidibniiscntoseles 5-43 | Cotten, aplend...................... | Pi hiceanbecéness 4, 409 
eck chcaccsenie anna cacnncnneenelwnene | 2.1 metric tons.......... 464 
tea 42-04 | Milk, dry, nonfat. .................. | 2.6 metric tons. ........- 1, 213 
I cons olaniuinipinsiea 42-05 Beans, Se intneekensanonaede 0.2 metric ton..........- 321 
TI — sescheriamiiinesidl AE Ea a denthbseccthdl henle.aenesiosen enwinciiahaietedl 0.1 metric ton. ._........ 198 
i iiinmdnimmciel | WE ARIEL. nnndnenncccescevonsuseas 0.004 metric ton_......-- 
BPE cn. oncenkcntdinkdal teenie dehetneeteseensiencunstnelaédbaneasesueohonsess 10, 751 
Se a, 0 19, 792 
Ne einai EEE ET 1 metric ton.....-..-.... | 310 
in cmalicetseriaas! ins cnc annucconcahanionceuaeie 17 metric tons. .........- 3, 343 
ed cakes | 40-06 | Oeteom, tiplend. ..........ccccccecus eit nnmenencis 25, 873 
ere: | tt D icccccnncwencdbceetedansanth 407.2 metric tons..._.... 39, 190 
iiniaietitieinaah CE LL TEMP TTT 22.1 metric toms... .-...... 853 
| ee 
SIT has eis saehsiesial tilde tet ietliadl oi Raich ad cline, os toaneemneinteieimaisom abaiit atieninhaeaetmatanimdch i aanialoet 89, 361 
Portugal. ........-_ i con ac tas 20.1 metric tons. ...-.... § 2, 566 
iat aepmeenie | 35-02 |.-...do sensnconwcssiededl TEE MEE s 2sccouce # 10, 928 
Seed AMMA Melk sei dines Laceassaawbuk kneaded acintbie dL Midd aksaceeee 13, 494 
Be | ib encdnndanes necnnnanencainpnnien | 52 metric tons.-.........- $3, 916 
17-02 | Cotton, upland -.- snip apaoncteiniesiatack ae ane ieee @8, 252 
17-03 Cottonseed oil, Re 12.2 metric tons. ........ 8 5,492 
SE Sl nck ocdbemekasnunasecmein dai pn See #1, 204 
17-05 |..--- hai dbname eed | 0.7 metric tom. _...--..-- $1,018 
17-06 Soybean aida arate ala alae | 25.6 metric tons--.-.....-- ‘ 9, 401 
17-06 ereeerne Se IEE in.c.emvicocmtiasiatats 2.8 metric tons. ........- 61, 205 
SSE bt nkidinontgnedsnesetenenconenstl 18.2 metric tons... ....--. #8, 006 
17-07 i eee Talore aetna einai 19.5 metric tons.......-. 67, 203 
oe htol US aaa -o--| 28.8 Metric toms. .......-. 1,798 
17-10 | Cottonseed oil, refined. ............- | 8.4 metric tons..._.-.... 6 3, 889 
17-10 | Cottonseed oil, crude............-... 3 metric tons........--.- 61,275 
IE En  cncansnnsonasnanat .-| 24.3 metric tons. .......-. # 10, 392 
da issn sis eninge visas pioniocninp titi | 0.3 metric ton.-.-....-.- 6 128 
ET BE is tentncncnncnensansecesaseut 70.7 metric tons-.......- #9, 324 
17-13 | Tallow. 10 metric tons. .... 2, 123 
17-14 Hams, canned _ 0.4 metric tons-. -- 6 622 
17-15 etn a ccocinrk opts mee 1.1 metric tons-. -- 6 2, 020 
17-16 | Corn. 34.1 metric tons... 6 3, 259 
17-18 | Soybean oil_.- _| 27.7 metric tons... 10, 467 
17-19 | Cotton, seene... a ainns iawivats | 148.8 bales. . 35, 368 
17-20 | Cotton linters........-...--------..- 1.9 metric tons- - -- 6 256 








See footnotes at end of table, p. 110. 
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Sales of surplus commodities for foreign currencies—Continued 


SHIPMENTS REPORTED—CUMULATIVE TO DATE—Continued 


[Data in thousands] 


Shipments reported 























|} Pure |__ A 
chase | 
Country authori- | Estimated 
zation | CCC in- 
| No | Commodity Quantity vestment 
plus cost 
of financing 
Spain... 17-22 | Beef- - -. | 3.4 metric tons. -._...-..- 6 $2, 241 
Do. 17-23 | Soybean oil_ za 20.1 metric tons... --- 67, 338 
Do. 17-24 | Pork, fat backs...__-. 1.1 metric tons... _...-.- 404 
Do 17-25 | Beef, frozen_.. | 19.3 metric toms... ....--. 12, 101 
Do 17-26 | Soybean oil... __| 57.8 metric tons_._-_-_- ; 23, 028 
Do | 17-27 | Tobacco. --. ‘ | 1.1 metric toms... ......- 2, 034 
Do 17-28 | Tallow--. | 13.8 metric toms___-_---- 2, 993 
Do. | 17-29 Linseed oil. . | 1.5 metric tons. _._..._.- 503 
Do. | 17-80 | Corn ; | 26 metric tons. .........- 1, 931 
Do. | 17-35 | Beef, frozen. -_-_- | 1.7 metric toms.........- 1, 047 
Do.. | 17-36 | Hams, canned----_- 0.7 metric tons. ........} $1,039 
Do 17-37 | Barley-. ot = 8.9 metric toms. ......--| 3, 990 
Do. 17-38 | Soybean oil... | 20.7 metric tons. .__..--- | 7, 525 
Do. : , 17-39 | - do. | 0.7 metric tons. ......... 228 
Do | 17-40 | Cotton, upland rt. eee 1, 249 
Do | 17-41 | Pork, fat backs-. __| 0.05 metric tons.....-._- | 27 
Do. 17-42 | Soybean oil... | 3.8 metric toms. _- ‘ 1, 408 
Do- --| 17-46 Tobaceo-...- | 1.2 metric tons. ........-| 1, 786 
| } | ee 
Total | feed ue dwecwedeccatecesecescessedessves WeUlbunsnuosbeueuneessasels 197, 490 
| [SSS 
Thailand... 23-01 | Tobacco-...- 7 séacccsenct Dol mIONORS, 5... 4050 $2,000 
Do..........---| 23-02} Milk, dry nonfat - i sek docscc eh cc cenee 32 
Do. 23-03 | Milk, anhydrous.- __..--| 0.03 metric tons...._.._- 43 
Do... | 93-04 | Tobacco. __. sc casssoant do MONO. .cl6us 1, 798 
SY 23-05 |. do. | 0.2 metric toms.........- 301 
| 
eon seacceacadonndeposucdacucedocuwds peesseelucasducneeetneagws 4,174 
| Ss 
Turkey. «<<-- .-| 10-01 | Wheat. .....................-.=.-.<.| GG mettle tomes. 2.52.4 6 8, 747 
TO... nnccae| / 10-08 | IMEC an once. ocd ened teen | De etan oe 6 7, 693 
eas eal 10-03 | Oats. ----- is spevicnannapnen| Gere Cla dadesns 6 5,000 
Do. weawces) SE) MEMING Ac cnccccanees | 31.4 metric tons. ..-_-.-- 6 4,049 
CU — ee | 10-05 | Barley- - wananecens| Coe8 Metric tons. .......- 6 6,716 
Do.............| 10-06 | Cottonseed oil, refined... . _| 12.3 metric tons__...._.- 6 5, 687 
Do. sews | ED A We entianes .| 51.3 metric tons- .~.----_- 67,105 
ees i Ne a capesenell ; } 62.0 metric tons. _...--- $7,173 
re SMa... tddichisis Jaca ks } 4.5 metric tons. .....-.--| $451 
co ccin _..| 10-10 | Rice, milled_- ek | 9.9 metric tons. ....---- 6 2, 789 
....shnnabnh ea Cottonseed oil, refined... ..___- 10.6 metric tons_-._... -- 4, 018 
iia ses & a 10-12 ND iin ewyut vik aks iaeweaae 5.5 metric tons... .....-. 1, 185 
Pe ccacenta WSR) Wea co cnc scdidbcpdepccekacenesct 77.5 metric tons-.-.--.... 7, 788 
Wiaccskeudes 10-14 |...-. ioidianapadli tl dhunvancweenn 359.5 metric tons__-.- 42, 020 
Pi oad BRE | ice enilekke vc acceseubuaneass } 9.6 metric tons_.-._- 1, 246 
cia: SE II icc sigan acceded enceueeda | 14.7 metric tons... _.___-| 3, 465 
ere MEE was acon ss oa nw sh Etc dnoseneane } 50.0 metric tons_-..-_----| 5, 560 
I ctiines 10-18 | Barley X si ; | 37.7 metric tons. _.____-.| 3, 283 
SS Si D0 1 CN . .ncnenananancthonsscacetanq<m Gta naa ch orien 3, 822 
Pies a 10-20 sea tases-~severrsce~varenendaneay 216.3 metric tons_-..-_.--- 23, 800 
ME  dewén 10-21 | Beef, frozen. ..-_-- PSs; lll ee 4, 885 
BR ise scene cuenta Cottonseed oil, refined... ....--| 10.5 metric tons. .......- 4, 088 
Do. | 10-23 | Tallow, inedible..__- tthe | 0.2 metric tons---..__- 61 
Do... GN t WON ce a. once cedounee ..| 95.6 metric tons... ai 9, 223 
Do.. | 10-25 | Corn... ..| 19.5 metric tons. -_- 1, 282 
Do... | 10-28 | Cottonseed oil, refined... _.- | 16.5 metric tons_ -- 5, 992 
Do... --| 10-28 | Soybean oil. 17.8 metric tons_ -.-- 6, 458 
REE. on bar acuase t-asaiiinceckus iene od 183, 586 
United Kingdom...| 1901 | Tobacco.....-... 9.7 metric tons_ --- 6 15, 205 
Do. | 19-02 (eee cnt 7.8 metric tons. .....-.--} 6 12, 186 
Do. ; 19-03 ewe ; ; 3.6 metric tons---- 6 6, 023 
Do. ....-.--| 10-04 | Fruit, fresh : ae ie 5.7 metric tons. .....-.--- } 87. 
Do : 19-05 | Fruit, MeN... = =. 02 se 0.8 metric tons. .......-- 248 
BGs whininted | 19-06 Fruit, fresh. .____- .| 1.7 metric tons... ....-...- | 182 
Bs dak od |} 19-07 | Fruit, juices....--. | 0.15 metric tons. ...-...- 30 
ae oi 19-08 | Fruit, dried___......---- abot | 9.7 metric toms... -..-.--| 3, 052 
aS 19-09 | Fruit, canned...............--------| 6.1 metric tons......-..--| 1,411 
a ae, eee eee 1.4 metric toms. .....--- 540 
Total... sisinend apne alae waeeoneaesreniaea qenetdstenedadnean| 39, 750 


See footnotes at end of table, p. 110. 
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1916 


Sales of surplus commodities for foreign currencies—Continued 


SHIPMENTS REPORTED—CUMULATIVE TO DATE—Continued 


Country 


Yugoslavia_- 
Do. 
Do. 
Do. 
Do. 
Do. 
Do 
Do. 
Do. 
Do. 
Do. 
Do 
Do. ae 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 


Total.... 


Grand total 


Data in thousands] 


Shipments reported 


Pur ms tk 
chase 
authori 
zation 
No Commodity 
11-01 | Wheat_- 
11-02 O0...< 
11-03 | Cotton, upland. se ‘ 
11-04 | Wheat _- 
11-05 lice 
11-06 do.... 
11-07 | Lard 
11-08 | Cotton, upland | 
11-09 | Wheat_-_ 
11-10 | do... 
11-11 | Cotton, upland 
11-12 | Cottonseed oil, refined 
11-12 | Soybean oil 
11-13 | Tallow-._- 
11-14 | Lard 
11-15 | Soybean oil-- 
11-16 | Wheat_. 
11-17 | Cotton, upland 
11-18 | Cottonseed oil, refined _-.-- 
11-18 | Soybean oil- 
11-19 | Wheat... 


Estimated 
CCC in 
vestment 
plus cost 

of financing 


Quantity 


125.1 metric tons. -- $16, 240 


299.8 metric tons_-.-. 38, 073 
56.9 bales... _. 10, 339 
102.5 metric tons... 13, 051 
300.2 metric tons. - 39, 542 
390.8 metric tons. -- 50, 785 
37.8 metric tons. . 11, 183 





45.0 bales. _- 703 
97.7 metric tons. -- 55? 
799.7 metric tons. .- 26 
94.2 bales__. ee 2: 
0.1 metric ton...._..-_. 45 
| 11.3 metric tons_-.. 3, 929 
9.7 metric tons- -. . 1,919 
| 25.7 metric tons... 9, 354 
| 1.6 metric tons... . 487 
76.2 metric tons. - . | 7, 463 
10.3 bales__. 1, 834 
0.2 metric tons. - - 71 
5.9 metric tons. - . 2, 209 
64.3 metric tons- - - 5, 905 
348, 739 

a 
2, 823, 304 


1 Rept. No. 54 reflects individual authorizations issued from inception through Dec. 31, 1957. Details 
of all individual authorizations will be repeated periodically, thus enabling users to dispose of copies of the 
report from time to time. 

2 Amount for ocean freight on C & F or CIF shipments included as follows: 


Argentina 
Austria_. 
Brazil 
Burma. 
China 
Colombia 
Ecuador... 
Egypt 
Greece 
Iceland. 
India 


Indonesia._. 


Iran. ..- 


3 F. o. b. or f. a. 8. ocean transportation amounts. 


Thousands 
$600 | Israel 
656 | Italy....... 
8, 210 | Japan 
791 | Korea ; 
488 | Netherlands 
2,422 | Pakistan 
542 | Philippines 
2,109 | Poland 
4, 375 | Portugal 
2} Spain_- 
29, 109 | Thailand 
2, 306 
seca: ae Total 


Thousands 
$4, 560 
3, 752 
11, 413 
3, 366 
ere 1, 677 


760 
801 

962 
206 


84, 382 








4 Includes amounts under footnotes (2) and/or (3) and also amount for freight differential as follows: 


Argentina 
Austria 
Brazil 
Chile 
Ecuador-. 
Egypt... 
Finland 
Greece 
Iceland 
India 
Indonesia 
Iran 
Israel 





Thousands 
$169 | Italy... 
291 | Japan. 
2,136 | Korea. 
536 | Pakistan 
25 | Paraguay- 
360 | Peru _.-- 
127 | Poland 
405 | Portugal “ 
19 |} Spain . 
6, 702 | Turkey ’ 
727 | Yugoslavia 
71 
548 Total... 


Thousands 
= $289 
2,059 
150 
677 

28 

439 
950 
62 

131 
524 
837 

18, 265 


5 Austria, $1,151; Bolivia, $9,061; Brazil, $165,774; Burma, $131; China, Republic of, $112; Colombia, 


$7,158, Ecuador, $63; Finland, $564; France, $74; Greece, $11,529; India, $23,769; Indonesia, $9,552; 


Israel, 


$710; Italy, $3,873; Japan, $214; Korea, $8,894; Mexico, $453; Pakistan, $1,630; Paraguay, $5; Peru, $4,526; 
Poland, $22,109; Spain, $11,593; Turkey, $2,584; United Kingdom, $5,000. 
$ Shipments and invocing complete—amounts reflected are actual costs. 
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Mr. Auten. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Van Pelt. 

Mr. Van Petr I have no questions. 

The CuarrMan. Mr, Ray. 

Mr. Ray. Mr. Chairman, I do not know whether I should ask the 
witness or counsel this question. Are we going to have someone be- 
fore us who can explain why the Department of Agriculture was a 
party to the case decided by the Supreme Court? 

The Cuarrman, You might ask the witness and, if he would rather 
have somebody else answer that question, he may so state. 

Mr. Hupriorr. I would prefer that our legal people answer that 
question. 

Mr. Ray. Will they be here? 

The Cuatrman. Yes, sir; if you desire. 

Mr. Ray. I would like to have that answer. 

The Cuairman. I brought this witness here to ask him the specific 
question as to whether or not in your operation this dual-rate system 
had interfered at all with your movement of goods foreign. 

Mr. Huprworr, It has not, Mr. Chairman. 

The Caairman. It has not? 

Mr. Hupriorr. That is correct. 

The CuarrMan. I wanted to ask him whether or not your Division 
has any objection to it. 

Mr. Hupriorr. Well, for the benefit of those who are not familiar 
with the way we are organized in the Department of Agriculture, 
there is another group that has the responsibility to represent the 
Secretary before regulatory bodies in an effort to get the best rates 
that they can for producers and farmers and others who participate 
in the agricultural program. They are completely outside of my 
own Division. 

The CuHairMan. The next question was whether or not you had to 
sign any agreement to get the best rates. 

Mr. Hupriorr. We did not. 

The Cuarrman. You said “No.” 

You answered the next question as to whether or not the conference 
availability was more dependable than independent availability. 

Mr. Hupriwrr. We said that it was. 

The CHatrman. You said the conference was. 

Mr. Huprtorr. That is correct. 

The CrHarrman. Isthat correct? 

Mr. Hupriorr. That is correct, Mr. Bonner. 

The Cuatrman. Those were the questions that I wanted to get from 
this witness because of testimony that had been offered previously. 

Mr. Ray. It seems to me that there is at least an implication of an 
inconsistency in the views just expressed and the position taken by 
the Department in the litigation. I would like to understand it. 

The CuarmMan. It will stand on its own bottom when we get to the 
place where we will decide what we are going to do here, but I was 
trying for the benefit of the committee to bring before the committee 
those who represented the fields that had something to do with this. 

Mr. Ray. I understand. 

The CratrMan. As to the other questions, of course, it is perfectly 
all right to ask this witness. You and I and all of us on the committee 
can appreciate his position. 
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Mr. Ray. It is quite clear that we ought not ask him the questions 
I have in mind, but I would like to have those questions answered. 

The Caarmman. I will see that you get an answer. 

Mr. Mailliard ? 

Mr. Mariuiarp. Mr. Chairman, on the assumption, then, that we 
will have someone from the Department who can explain why the 
participated in the suit and if they are opposed to this bill and if so 
why, I do not think there is any need to bother this witness. 

Mr. Pextiy. I would like to ask the witness if, in his opinion, the 
dual system has resulted in increased cost to the farmers themselves, 
members of farm organizations. 

Mr. Hupriorr. Let me answer that in this way, Mr. Congressman: 
That in all of the negotiations that we do, whether they are with con- 
ferences, whether they are with private bulk operators, we try to 
get the best rates that we « ean, which, I think, is the best. in the final 
analysis whether it is for the producer or whether it is for the taxpayer. 

Mr. Petty. And there is a competitive situation, I judge from what 
you say, and you are trying to save the Government all the money you 

can and trying to save the farm organization and people that you rep- 
resent all the money you can ? 

Mr. Hopriwrr. That is correct. 

Mr. Petry. But in the net analysis, then, based on your experience, 
do you think that the dual system has worked in such a way as to 
raise the cost in your operation ? 

Mr. Huptiorr. From my operations, I cannot say that it has. 

Mr. Petty. That is all, Mr. Chairman. 

The CHatrMan. Have you any questions? 

Mr. Guenn. I have no questions. 

The CuarrMan. I appreciate very much your coming. 

Mr. Huptiorr. Thank you, Mr. Bonner. 

The Cramman. The next witness will be Mr. Cocke, Gulf Asso- 
ciated Freight Conferences. 


STATEMENT OF ALEX C. COCKE, VICE PRESIDENT, LYKES BROS. 
CO., INC., ACCOMPANIED BY H. A. CARLYS, CHAIRMAN, GULF 
ASSOCIATED FREIGHT CONFERENCES: AND HAROLD W. ROBERTS, 
VICE PRESIDENT, TEXAS TRANSPORT & TERMINAL CO., NEW 
ORLEANS, LA. 


Mr. Cocke. Mr. Chairman and members of the committee, I a 
appearing at this hearing as spokesman of a committee of 3 of the ° 
gulf conferences. 

The CHarrmMan. Will you identify yourself? 

Mr. Cocxr. My name is Alex C. Cocke. I am vice president of 
Lykes Bros. Steamship Co., Inc., New Orleans. 

I am appearing at this hearing as spokesman of a committee of 3 
of the 5 gulf conferences within the Gulf Associated Freight Confer- 
ences group. The committee of these conferences is composed of Mr. 
Lloyd Estes, vice president, States Marine/Isthmian Agency, Inc.; 
Mr. Harold W. Roberts, vice president, Texas Transport & Terminal 
Co.; agents for a number of foreign lines, and myself, vice president of 
Lykes Bros. Steamship Co., Inc. 
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Iam accompanied at these hearings by Mr. Carlys, who is the chair- 
man of these conferences, and Mr. Roberts. Mr. Estes is not here. 

The three gulf conferences represented by the committee are the 
Gulf-French Atlantic Hamburg Range Freight Conference, the Gulf- 
Mediterranean Ports Conference, and the Gulf-United Kingdom Con- 
ference. The memberships of the Gulf-French Atlantic Hamburg 
Range Freight Conference, the Gulf-Mediterranean Ports Confer- 
ence, and the Gulf-United Kingdom Conference—which employ the 
conference contract system—are composed of the following active 
lines: Gulf-French Atlantic Hamburg Range Freight Conference, 4 
American lines and 8 foreign lines; Guld-Moditerrancan Ports Con- 
ference, 5 American lines and 9 foreign lines; Gulf-United Kingdom 
Conference, 4 American lines and 3 foreign lines. All of the member 
lines of these conferences have unanimously approved of the state- 
ment I am about to read. The names of the member lines are con- 
tained in a list—attached to this statement—which I will present to 
you. 

Our committee is here today to testify in favor of the bills S. 3916, 
H. R. 12751 proposed in the Senate and House of Representatives to 
amend section 14 of the Shipping Act, 1916, by inserting at the end 
thereof the following: 

Provided, That nothing in this section or elsewhere in this Act shall be con- 
strued or applied to forbid or make unlawful any dual rate contract arrangement 
in use by the members of a conference on the effective date of this amendment, 
which conference is organized under an agreement approved under section 15 
of this Act by the regulatory body administering this Act, unless and until such 
regulatory body disapproves, cancels, or modifies such arrangement in accord- 
ance with the provisions of section 15 of this Act. The term “dual rate contract 
arrangement” as used herein means a practice whereby a conference establishes 
tariffs of rates at two levels the lower of which will be charged to merchants 
who agree to ship their cargoes on vessels of members of the conference only 
and the higher of which shall be charged to merchants who do not so agree. 

Sec. 2. This Act shall be effective immediately upon enactment and shall ceuse 
to be effective on and after June 30. 1960. 

The May 19, 1958, decision of the Supreme Court of the United 
States, disapproving the contract-noncontract rate proposal of the 
Japan-Atlantic and Gulf Conference, has proved disturbing, to say 
the least. This decision, in our opinion and the opinion of our con- 
ference attorney, passed only on the proposed system of the Japan- 
Atlantic and Gulf Conference and its purpose and effect, holding that 
the purpose of the Japan-Atlantic contract tie was to stifle outside 
competition; that ties with shippers which did not have this effect 
were not made unlawful; that whether a particular contract tie would 
have this effect is, in the first instance, a question for the Maritime 
Board to decide; and that precise findings by the Maritime Board of 
a particular system’s intent and effect is essential to a judicial deter- 
mination of the system’s validity under the Shipping Act. The Mari- 
time Board has made no such findings respecting the contract-non- 
contract rate system of our conferences. The purpose and effect of 
the merchants’ contracts and dual rates of our conferences is to stabi- 
lize rates, and it is in no sense a predatory device as it does not prevent, 
or stifle, nonconference competition. 

At recent meetings of the three conferences, which I am represent- 
ing, the following resolution was unanimously adopted: 
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Whereas the purpose and effect of the merchant’s contract and dual rates of this 
conference is to stabilize rates and not to prevent, stifle, or curtail competition, 
and whereas in no sense do they constitute a predatory device: 

That the conference continue, as in the past, its use of the merchant’s contract 
form and contract-noncontract rates. 

As of this time, our three gulf conferences have a total of 6,054 
contracts with merchants who are satisfied with the stability and 
equality of rates afforded by the contract system. The shipper ex- 
porting 100 tons gets the same rate and treatment as does the ship- 
per exporting 1,000 tons. 

Probably the m: ijor commodity moving from United States gulf 
ports to European ports is cotton. Since 1949, the American Cotton 
Shippers Association has approved of the stabilization of ocean- 
freight rates for the good of the industry as afforded by the confer- 
ence contract system. The cotton shippers themselves (the American 
Cotton Shippers Association) asked that the contract system (dual 
rates) be established on cotton. During all this time, every year the 
American Cotton Shippers Association has officially endorsed the con- 
ference contract system and urged its continuance. 

At the annual (34th) convention of the American Cotton Ship- 
pers Association held at Memphis on April 25-26, 1958, the following 
report was unanimously adopted: 

During the past year there has been a very confused condition in the ocean- 
freight market. Charter rates have been very low, and this has resulted in the 
necessity of your committee asking the steamship lines to reduce the existing 
ocean-freight rates, and we are pleased to say that material reductions have 
been secured. 

On several occasions our association has endorsed the conference contract 
rate system, and we recommend that we reiterate our belief that the system is 
of great value to the cotton industry as a whole. It is our responsibility to see 
that United States cotton can be exported at an ocean-freight rate that is 
reasonable in comparison to rates paid by the competitive growths and to rates 
paid by other commodities. At the same time, the agreed rates must be equitable 
to the ocean carrier. 

For the information and records of your committee, we have at- 
tached to this statement certified copies of the reports submitted by 
the ocean freight committee of the American Cotton Shippers Asso- 
ciation for the years 1955, 1956, 1957, and 1958. These reports were 
all unanimously adopted by the American Cotton Shippers Associa- 
tion. 

Similar reports were adopted for the years 1950 through 1954, but 
we decided not to burden you with all of same but to. give you 4 
which will give you an excellent idea of how the cotton exporters 
view the dual rate system. 

Although we feel that the contracts of our conferences are not af- 
fected, by the reasons outlined above, we strongly urge that legisla- 

tion be enacted as promptly as possible in view of the effect the de- 

cision of the United States Supreme Court in the Japan-Atlantic case, 
has had. For example, almost immediately following the decision, 
a nonconference foreign line, flying the Japanese flag i in the Italian 
trade from the gulf, announced a “rate of $1.28 per 100 pounds on 
cotton as against the conference rate of $1.60 per 100 pounds, which 
rate was agreed upon at the meeting of the American Cotton Ship- 
pers Association held at Memphis, Tenn., on April 25-26, 1958. 

For your information, in addition to cotton (which we consider the 
principal export commodity out of the gulf) the following commodi- 
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ties, moving through the gulf, are also under the conference contrac 
system : 


Agricultural implements and machinery | Hides, animal 
Alcohols Iron and steel items (including tin- 


Asphalt and asphaltum (Gilsonite) plate) 
Barrels, knocked down and set up | Juices, citrus 
Boards (card, container, kraft liner, | Lead and zine 
paper, wall) | Lumber, logs and kindred commodities 
Bran, rice | Machinery (all kinds) 


Meals (alfalfa, cottonseed, etc.) 
Milk (powdered, skim) 


Brick, clay and plastic fire 
Canned grapefruit 


Cheese Mohair 
Chemicals | Petroleum products (lube oil, wax, 
Clays (bentonite, common, filtrol, fire. | .- grease, etc. ) : : 

Tripoli) Naval stores (rosin, turpentine, etc. ) 
Concentrates, molybdenite | Scraps (aluminum, brass, copper, etc.) 
- a ae , | Tobacco 
oe os animal and poultry | Starch 
ra | Synthetic resin 
xiucose | 


Synthetic rubber 
Grapefruit and oranges (citrus fruits) | Woodpulp 

In addition to cotton, when commodities are represented by trade 
bodies (associations or groups of shippers), our conferences have 
been and are willing at all times to meet with such groups to consider 
and discuss the measure of rates, contract conditions, et cetera, and a 
number of these trade associations or groups have, from time to time, 
met with the conferences or our committees. You will see, therefore, 
that, generally speaking, the matter of contract rates, conditions, et 
cetera, is one of mutual agreement between the conferences and the 
exporters. 

We feel that unless something is done promptly, chaos and confu- 
sion will result and without stability of rates, the foreign trade will 
suffer as a consequence thereof. 

Despite the fact that our conference contracts have been in effect 
for the past 10 years—nonconference competition has prevailed. 
There has been a nonconference line operating from the gulf to con- 
tinental Europe which originally had sailings about once a month— 
later, sailings about every 20 days, then—twice a month, and now, 
approximately 3 sailings per month. The nonconference competition 
in the Mediterranean trade has increased from one line (originally) 
to 2 lines and now, there are 4 nonconference lines operating from the 
gulf to the Mediterranean area, so—it is obvious that our conference 
contract system did not stifle or curtail nonconference competition. 
This certainly indicates in these gulf trades that competition has been 
far from stifled. 

The condemnation of the dual rate system by the Supreme Court 
decision, on the grounds that it can be used as a tool to stifle competi- 
tion is, in our opinion, not correct or fair. Membership in the con- 
ferences, and consequently participation in the dual rate contracts, is 
immediately available to any steamship line who cares to apply for 
same. It is compulsory, under the Shipping Act, that any bona fide 
steamship line must be accepted to membership in the conference 
promptly on application, therefore, the conferences have no resem- 
blance to cartels or monopolistic groups. 

Mr. Chairman, I was not at the hearing on yesterday but my at- 
tention was called to a part of the transcript of Mr. O’Connor’s testi- 
mony, which I will read: 
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Well, I can say that on one occasion Lykes, one of the biggest operators, a 
subsidized operator which I suppose belongs to 30 conferences— 


incidentally, we do not belong to quite that many— 


filed five proceedings before the Maritime Board in recent years opposing the 
use of the dual rate system in certain trades in which they were competing. 

I wish to emphatically state that Mr. O’Connor is not correct in 
that statement. 

We have fostered the contract system. We think it is fair and equi- 
table and any proceedings were due to certain conditions in the confer- 
ence which we were trying to correct but we in no manner, shape, or 
form have opposed the contract system. 

I also note in Mr. O’Connor’s testimony that he refers to Isbrandt- 
sen as the independent American line. 

I want to state that as far as the gulf is concerned, that is also not 
correct. Isbrandtsen operates out of the gulf in the name of Amerind 
Shipping Corp., a service to continental Europe, the Vinke Line, a 
Dutch nonconference line. 

He also represents the Fabre Line, which is a French line operating 
to various ports of the Mediterranean, and, as a matter of fact, the 
Fabre Line was suspended from the Gulf-Mediterranean Ports Con- 
ference and subsequently resigned. They were suspended due to 
alleged malpractices. 

Isbrandtsen is also agent or operates the Crescent Line out of the 
gulf which operates foreign-flag vessels to Beruit, Alexandria, and 
the Persian Gulf, so that as far as the gulf is concerned, Isbrandtsen 
is not an independent American line. 

I also wish to call your attention to the fact that the so called 
American-flag liner companies in foreign trade consist of 25 lines, of 
which 22 lines are members of conferences and 1, Isbrandtsen, is not. 

The Cuatrman. Let me ask you something about the Isbrandtsen 
operation at the present time. Are they a common carrier or could 
they be classified as an industrial carrier ? 

Mr. Cooke. A common carrier as far as the gulf is concerned. 

The CuarrmMan. Do they continue to practice the system of buying 
cargo, hauling it and selling it ? 

Mr. Cooxr. I understand in the Far East trade they do. 

The Cuatrman. I know that was an old custom when the former 
Mr. [sbrandtsen operated this company. 

Mr. Cocker. They have done it in recent years. I do know that. 

The CuatrmMan. That is the reason I asked whether they were in- 
dustrial carriers or a common carrier as a whole. 

Mr. Cocke. Out of the gulf they are common carriers. 

The Cuarrman. Where do they practice this? 

Mr. Cocker. They have in the other trades in the North Atlantic 
trade practiced, as I understand, purchasing commodities, such as 
sugar and coffee, and putting them on their own ships. 

The CHatrMan. And selling them at other ports? 

Mr. Cocke, Selling them at other ports. 

I listened to Mr. Hudtloff’s testimony with a great deal of interest. 

The conferences in the gulf do not regulate rates on agriculture’s 
biggest product, namely, bulk grain. The bulk grain rates are open 
in our conferences and it is a free trading proposition. The confer- 
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ences accord to the Agriculture Department the right to contract rates 
without their having to be signed nor to be bound by contract con- 
ditions. That is a concession that we have made to the Department of 
Agriculture, having in mind that a great part of the commodities they 
ship are so-called relief goods. 

I think, generally, Mr. Chairman, that that concludes my state- 
ment. 

The Cuarrman. Mr. Allen. 

Mr. Auten. Mr. Chairman. 

Just for the record, do the two gentlemen that accompany you each 
agree to the remarks you have made? 

Mr. Roserts. Yes, sir. 

Mr. Cartys. Yes, Mr. Allen. 

Mr. Aten. I want to get it on the record to prove they were here. 

Mr. Cocke, could you give us an estimate of the percentage of the 
agricultural products that are shipped in the export trade that are 
handled by the Department of Agriculture and the other percentage 
that is not so handled by the Department ? 

Mr. Cocker. Well, the Department of Agriculture ships a large 
amount of grain in full cargoes and it would be very difficult for me 
to hazard a guess although they do ship approximately 50 percent of 
the bulk commodities on liner vessels. As far as their general run of 
cargo is concerned, I would say that, due to the regularity of service. 
the conference lines receive the larger portion of it. 

Mr. Auten. I think it would be better to hazard your guess than 
to hazard mine. Could you tell just very generally in your opinion 
how many individual growers or farmers, percentagewise, would be 
represented in shipments that are handled by the Department and 
what percentage of the total number of individuals would be handled 
by other than the Department? 

Mr. Cocker. Well, taking cotton, for example, which is in commer- 
cial trade now, I would say that almost 100 percent of the farmers 
used shipment under the contract system. 

As far as the Department of Agriculture is concerned with the large 
number of grain shippers, it would be very difficult, I think, Mr. Allen, 
to answer that question. 

Mr. Auten. Could you give us some indication of the conditions 
under which, from the view ypoint of the carriers, a dual rate system is 
desirable and when under other conditions it is neither necessary nor 
desirable ? 

Mr. Cocker. I think, Mr. Allen, that if you did not have the dual 
rate system that you would have a very chaotic situation. You would 
have low rates at one time. You would have very high rates at other 
times. 

I would hazard this statement or make this definite statement. If 
you had not had the dual rate system during the Korean situation 
and the Suez situation, rates instead of going up, say, 10 or 15 percent, 
would have gone up 100 percent. Where the commodities were not 
controlled by the dual rate system, such as bulk cargoes, you had over 
100 percent increases. 

The conferences, of which we are members, have always felt an 
obligation to the shippers in good or bad times to keep the vessels on 
the berth and to give them fair and reasonable rates. 
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As far as cotton is concerned, we sit down with these shippers and 
we discuss the world situation as far as the competition that they are 
faced with from foreign countries growing cotton. We consider the 
rates from those countries to the countries where the cotton is used 
and try to come up with a rate that will be commensurate with the 
rates from foreign countries. We do that on other commodities, too. 

Mr. Auten. Yesterday, there was quite a bit of discussion as to 
whether the conferences in which the rates were fixed by the action 
of American and foreign lines fixed rates which were compensatory 
for the American lines with the result that those rates would be very 
lucrative, much more lucrative for the foreign lines because of cheaper 
costs of operation. 

Could you comment on that ? 

Mr. Cocker. Yes, I would like to comment on that. In a number 
of our trades there are more foreign lines in there than the American 
lines but we in the gulf try to view the situation, both foreign lines 
and American lines, for the good of American trade. If these lines 
are in the gulf trade, some to their own countries, some to other coun- 
tries, and they have served the trade for a long number of years, I 
have found the disposition of the foreign lines to view the situation 
where a fair rate is put in in order to move the cargo. For example, 
one line, the Harrison Line, has been sailing out of the gulf for 75 
years, The present rates, from our standpoint, are not too remunera- 
tive nor are they for the foreign lines because their costs have gone up. 
They have to pay pretty stiff stevedoring charges in the gulf and while 
their cost of operation is lower than ours, generally speaking they are 
not getting wealthy on the present rates. 

Mr. ALLEN. To sum it up, would you say that the fixing of rates 
that are compensatory for American lines acts as a sort of umbrella 
for the foreign lines or does not so act ? 

Mr. Cocke. I would not say it acted as an umbrella. Of course, 
they may make a little more money than we do, but generally speak- 
ing they view the rates from our viewpoint. They realize that if they 
got excessive rates they would not be in business too long. 

I do not think we are holding an umbrella over the foreign lines. 
Of course, there are some exceptions. Some American lines want 
very much higher rates but generally speaking, I think the foreign 
lines that are members of the conferences generally have taken a 
fair view of it and they sit with us in these committee meetings. 

I might add that I have had the honor of being chairman of the 
cotton rate committees of some of the conferences, including the 
Far East Conference, since 1950. We have not had any cases where 
the foreign lines have voted for higher rates than we finally agreed to. 
They have played along with us. I do not think that any American 
line, as far as we are concerned, would stay in the conference unless 
the treatment was equitable. 

Mr. Auten. In your opinion, does the operating differential subsidy 
paid to the subsidized American lines put them in a position where 
they can compete on a fairly even basis with their foreign 
competitors ? 

Mr. Cocke. I would say, generally speaking; yes, sir. 

Mr. Auten. Could you tell me what percentage of the berth cargo 
moving in and out of the gulf is carried by the American-flag lines? 
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Mr. Cocke. Bulk cargo? 

Mr. Auten. No, the berth cargo. 

Mr. Cocke. I would say approximately 40 percent. We have at 
times carried better than 50 percent, but right now I would say 40 
percent would be a good figure. 

Mr. Auten. Would you have any opinion as to whether the fixing of 
conference rates affects the rates offered by nonconference lines? 

Mr. Cocke. Well, generally speaking, Mr. Allen, very few of the 
nonconference lines initiate rate reductions. For example, we reduced 
the cotton rate from $1.85 to $1.60. When we had the $1.85 the non- 
conference competition was quoting $1.60. They did not say, “Our 
$1.60 rate is too high.” They waited until we reduced to $1.60 on our 
rate and then most of them went to $1.45. 

Mr. AuxLENn. It would look as though the umbrella was over the 
nonconference lines. 

Mr. Cocke. It definitely is. There is no question about it in my 
opinion. 

Another situation which I would like to bring to your attention 
on this talk of stifling competition is that the shippers of cotton them- 
selves came to the conference and asked for a contract system due to 
the fact that it looked like the conference was going to pieces. There 
were rumors past some of the lines were going to withdraw because 
not only were we faced with this particular nonconference competition 
but some of the big shippers were thinking about getting together 
and chartering a ship to ship 15,000 and 20,000 bales of cotton. That 
particular shipper would get a very low rate on charter whereas the 
little fellow would have been priced out of the market. He would 
have gone out of business. 

Some of the big shippers themselves volunteered that they would 
go along with the contract system to stabilize that part of the cotton 
business ; namely, freight rates. 

Mr. Auten. Thank you. 

The CuarrMan. Were you here yesterday ? 

Mr. Cocker. No, sir; I was not. 

The Cruamrman. There was a discussion here with respect to the 
operating subsidy and the recapture clause by the Maritime Adminis- 
tration. My recollection is that it was stated that the operating sub- 
sidy was just cream. If I am wrong about that, I want to be cor- 
rected. 

The thought occurred to me that, if it was true as the statement was 
made, the operators were carrying two sets of books or the Maritime 
Administration was negligent in their chec king of the operators with 
respect to the recovery. 

Mr. Cocke. Well, I do not agree. with whoever made the statement. 

The Cuatrman. He said the rates were 50 percent too high, I think. 

Mr. Allen, is that about what was said ? 

Mr. Auten. I think it was stated that the operating differential 
subsidy was in addition to the conference rate. 

The Cuarrmay. Is that right? 

Mr. Cocke. I think that statement is absolutely incorrect. CASL 
will have a witness, Mr. Allen. 

The Cuamman. If that statement was true as I heard it, then we 
have to do something about investigating the efficiency of these two 
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gentlemen sitting up here, as to what they are going to get this recap- 
ture money back for which we provide w hen we pay opere rating subsidy. 

Mr. Cocke. That statement is absolutely incorrect, in my opinion. 
CASL will have a witness. I think he will be able to tell about that. 

The Cuatrman. It is a very pertinent thing. It might not be alto- 
gether in keeping with what we are doing here, but it worried me 
when the statement was made by a responsible witness. 
folios 293 1-2 and 294 

The ik ea is — 

Mr. O’Connor. Mr. Chairman, I might say that I never made any 
such statement. I gave the instance where in some cases the amount 
paid out in dividends by some of the subsidized companies in some 
years just about equaled the amount they got in subsidies, and I would 
like now an opportunity in writing at least, to answer some of the 
statements made by Mr. Cocke, especially in contradiction to my state- 
ment, because I can give the docket numbers before the Federal 
Maritime Board in the actions which Lykes brought attacking the 
dual-rate system; for instance, Isbrandtsen is not a steamship operator 
out of the gulf. Several of those statements are so beside the fact. 
We have been listening to them for years. Every argument made 
here has, of course, been made here for years before the Board and 
before the courts 

They want to rehash the whole thing here after the highest courts 
have spoken. 

Mr. Cocke. Iam not going to attempt to answer you, Mr. O’Connor. 

The Cnamman. We are not going to have any tit for tat between 
the witnesses. I will tell you that. 

We will let the witnesses testify and their testimony will stand. 
This thing could go on forever if we have this talking back and forth. 

Have you finished your general statement ? 

Mr. Cocker. Yes, Ihave. 

The CHarrman. Mr. Allen, will you proceed? Do you have any 
questions ? 

Mr. Auten. I think I have one further question. 

Is there any relationship between the amount of the operating sub- 
sidy and the amount of the surplus profit or dividends paid? 

Mr. Cocker. I would prefer for the CASL representative to answer 
that question, Mr. Allen. 

The Cuarrman. Mr. Van Pelt. 

Mr. Van Per. Mr. Cocke, with reference to some of the agricul- 
tural commodities which were listed, such as cheese, and milk, pow- 
dered and skim, and so forth, do we have other exporters and shippers, 
private witnesses other than the Department of Agriculture? 

Mr. Cocker. Yes. 

Mr. Van Petr. Have they been in opposition or in favor of this? 

Mr. Cocxr. They have been in favor of the dual-rate system. 

Mr. Van Petr. That is all. 

The CHarrMan. Mr. Ray. 

Mr. Ray. I have no questions. 

The CuarrmMan. Mr. Mailliard ? 

Mr. Marnurarp. Mr. Cocke, do all of the five gulf conferences use the 
dual-rate system ? 

Mr. Cocke. No, three do. 
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Mr. Mazuiarp. Mr. Allen asked you a question which I do not think 
you quite answered. I would be very curious to have the answer as to 
why does a conference use the dual-rate system in some instances and 
not use it in other instances ? 

Mr. Cocke. I will cite one specific instance to you, the Gulf-United 
Kingdom Conference, The principal commodity moving from the 
gulf to England is cotton. We were prepared at the time that we put 
in the contract system to do the same thing to the United Kingdom. 
However, the cotton was all controlled by ‘the British cotton control 
and the British cotton control agreed, of their own volition, to use 
nothing but conference lines on account of dependability, regularity, 
and stability of rates. For that reason the contract system was not put 
in on cotton to the United Kingdom. It was put on another commodity 
but the cotton was all being shipped and subsequently when the busi- 
ness went back into private hands, all this litigation was going on 
and the United Kingdom conference decided they did not want to 
spend money and possibly get into litigation, so they deferred the 
Inauguration of the contract system. 

The other conference is the Scandinavian-Baltic Conference, where 
the trade is very, very small and the Norwegians, the Danes, and the 
Swedes control'all the business, so that there is no need as far as that 
conference to put in the system. It never has been faced with any 
situation that we are faced with in other conferences, due to the small- 
ness of the trade, so to speak. 

Mr. Mat.urarp. In other words, where the trade is principally con- 
trolled by foreign governments you are really in almost the same po- 
sition as if you did have a contract system. 

Mr. Cocker. That is right. 

Mr. Mariirarp. You have to have agreements with those govern- 
ments. 

Mr. Cocker. That is correct. 

Mr. Mariurarp. So in those two instances it would appear to me 
that you had the dual rate system in all but actually a normal contract. 

Mr. Cocke. That is correct. 

Mr. Mariir1arp. Can you conceive of any other instance where you 
are not up against the proposition of having to deal with a government 
agency for the bulk of the trade where it would not be desirable to 
have the dual-rate system ? 

Mr. Cocke. I think that where we have it, it has proven that it 
was necessary for stability, and that is the reason oe it. 

Mr. Marrtarp. The thing that I am getting , because this goes 
right to the heart of the Supreme Court decision, is, if you looked 
over all the conferences and selected those which have a dual-rate 
system, would you not find that those are the conferences where there 
is competion outside the conference and where there is no dual-rate 
system there is no competition outside the conference ? 

Mr. Cocker. Not necessarily, no. 

I mean, for example, when the contract system was put in some 
11 years ago to the Mediterranean there was no outside competition 
at that time, but there were large lots of cotton and, as I say, there 
is a possibility of large shippers | using full-cargo vessels. So we con- 
sidered it at that time in the interest of the shippers generally speak- 
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ing to put in the contract system and try to ward off such competi- 
tion as that. 

Mr. Marurarp. So there it was not a question of trying to antici- 
pate competition from another liner operation, but, rather, from hav- 
ing the casual tramp come in and skim the cream off the trade. 

Mr. Cocke. That is correct. 

Mr. Maru1arp. After you instituted this system you got other non- 
conference liner competition ? 

Mr. Cocke. That is right. 

Mr. Mar1arp. That would seem to indicate that that reasoning 
would at least not apply to that conference. 

Mr. Cocke. We certainly don’t think it does, Mr. Mailliard. 

Mr. Mariuiarp. Thank you. 

Mr. Atten. Would you yield? 

Mr. Maruurarp. Yes. 

Mr. Auten. The bill before us provides that nothing in this section 
14 shall be applied to for bid, or make unlawful any dual rate con- 
tract arrangement in use by the members of a conference on the ef- 
fective date of this amendment. 

You said, I think, that there was no dual-rate system on the cotton 
moving to the United Kingdom, but you had considered that. 

Mr. Cocke. That is right. 

Mr. Atten. Would you be of the opinion that the language of this 
bill would exclude the possibility of a dual-rate system 

Mr. Cocke. During that period, yes. 

Mr. Auten. Until some further law ? 

Mr. Cocke. Until some further law is passed, yes. 

Mr. Auten. Unless possibly you got busy and made one up before 
we enacted the law ? 

Mr. Cocker. That is correct. 

Mr. Auten. Thank you, Mr. Chairman. 

Mr. Mariurarp. Would that necessarily be true? Your contention 
in your statement is that the Supreme Court decision went to a specific 
situation and would not necessarily apply to others; so the enactment 
of this legislation would not put you in any different position. You 
would be taking a chance on litigation. 

Mr. Cocker. We would be taking a chance on litigation, and it is 
the confirmed opinion of the members of the conference that pend- 
ing the stopgap legislation during that period we will not attempt 
to put in a contract system on cotton to the United Kingdom. 

Mr. Mariirarp. However, that is a decision you have m: ade on your 
appraisal of the whole situation. It would not necessarily be illegal 
if you did put one in? 

Mr. Cocker. As I read that bill, it legalizes existing contracts, which 
we thought meant that you couldn’t at this time put in another con- 
tract system. 

Mr. Marri1arp. You would have no protection from this bill, but 
if your interpretation of the court decision is correct, the court might 
even, if you got into litigation, decide differently in another set of 
circumstances. 

Mr. Cocke. That is quite true. 

The CrHarrman. Mr. Dorn. 
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Mr. Dorn. I thought you scored an excellent point in favor of the 
bill in a conversation with Mr. Allen in answering one of his ques- 
tions. You mentioned something about shipping rates during the 
Korean war. I wonder if you could explain a little bit more some- 
thing about that, how it worked, because I confess I do not under- 
stand too much how you go about setting the rates. 

You mentioned that the rate would have increased 100 percent if 
it had not been for the conference, and that the conference only in- 
creased it about 15 percent. 

First, I wondered how come the conference increased it 15 percent 
and then why the rates would have gone up 100 percent. 

The reason for this question is I would feel it very essential then to 
have the conference in time of emergencies, but I would appreciate it 
if you would elaborate on it. 

Mr. Cocke. Yes, I will, Mr. Dorn. 

We feel in getting the shippers to go along and give the conferences 
their business that we owe an obligation to them to give them stability 
of rates over a period. 

On the same score, bulk grain or bulk commodities are not covered 
by the contract system because they are, to a great extent, shipped in 
full cargoes. 

Well, when the Korean situation came on there was a great short- 
age of tonnage. The grain rate to continental Europe advanced ap- 
proximately 100 percent. Some of these tramp lines that were trying 
to operate liner services went out of the liner business and took full 
cargoes of grain from one port in the gulf to one port in the continent 
at $18, and they made a tremendous amount of money. 

We met with the cotton people. Under our contract either party 
has a right to call a meeting and discuss matters. We pointed out to 
them that we needed extra tonnage. We were going to try to charter, 
but the charter rates were very, very high, almost prohibitive at that 
time, but we did need a little added revenue to help out the situation. 
We thought an increase of 10 or 15 percent would not affect the cotton 
trade, but it would help us to maintain our service and to try to get 
additional tonnage. 

My company put on a number of extra ships that we chartered. We 
didn’t make any money out of those ships. We just about broke even 
during the Korean crisis, but lost money on the vessels during and 
after the Suez situation. But the cotton people saw the situation. 
They thought it was fair and equitable, and they gave us an increase. 
We asked, I believe, for 25 percent, which, based on a charter mar- 
ket, was still very, very low, and I think we settled for 15 percent 
and gave them a rate throughout the cotton season, which runs from 
June to July, and took care of their requirements. 

Mr. Dorn. Were they still able to be as competitive as they had been 
in the world market ? 

Mr. Cocker. They were really more competitive because rates from 
foreign countries increased much more than our rates did. In other 
words, we kept ours on a very, very reasonable basis. 

Mr. Dorn. Then, diverging 4 moment from the original subject, 
and continuing on the cotton now, do the rates that you give as a 
conference to the cotton merchants enable them to be as competitive 
as possible in the world market ? 
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Mr. Cocke. It does. 

Mr. Dorn. For instance, Egyptian cotton. Is that able to be 
shipped in general on a cost or distance ratio on the same basis as 
United States cotton. 

Mr. Cocks. Let me answer it this way: I don’t want to specif 
Egyptian cotton. When we have had a meeting I have cabled to all 
of our foreign offices, and some of the other conference members have, 
too, and we will list those rates. We show them to our friends, the 
cotton people, and if the rates are too much out of line with our rates, 
then we are asked for a reduction because we have agreed that, as far 
as possible, we will keep our rates on a level which will be competitive 
with foreign governments. 

Sometimes there may be rate wars. Of course, we can’t go to such 
a low level. But, generally speaking, we do try to keep our rates on a 
fair basis with rates of foreign countries. They are not always the 
same. They may be higher at times, but they are comparable, so that 
our cotton can compete as far as rates are concerned with foreign 
growths. 

I don’t mean to say that if there was a ridiculously low rate put in 
we would meet that rate. But we would discuss the matter and try to 
persuade our friends that it was not necessary to go that low. 

Mr. Dorn. I never heard any complaint from any American mer- 
chants with reference to our rates, either enabling them to meet com- 
petition. Do you receive such complaints, and, if so, what do you do 
about it ? 

Mr. Cocke. If we receive a complaint on a commodity which is 
competitive with a foreign country, we promptly go into all the facts 
and figures of it and try to be equitable and meet them as far as 
we can. 

I will tell you of a situation that comes rather vividly to my mind 
at this time. There was a shipper of paper in Houston. He was 
competing with Swedish paper from Sweden to this particular 
country. 

We reduced the contract rate about 40 percent to enable that man 
to meet the Swedish competition, and he did. 

Mr. Dorn. Of course, then it is advantageous to you to have your 
rates as low as equitably possible in order to get the merchandise. 
You wouldn’t be getting the merchandise if it didn’t meet competition. 

Mr. Cocke. That is right. That was a case where in our particular 
conference there were Swedish, Norwegian and Danish lines, and 
the rate was reduced. 

Mr. Dorn. Keeping on this cotton—I do want to get back to the 
emergency situation—it was testified to in at least one case yesterday 
that rather excessive penalties were put on one of the shippers by 
one of the conferences, and this was a shipper of cotton. Do you think 
it is advisable in this bill for us to limit the penalties that a con- 
ference could impose on violators of this dual rate system? 

Mr. Cocke. I think you should put in the bill a reasonable penalty. 

Mr. Dorn. What would you consider a reasonable penalty to be? 
Would it be approximately 50 percent of the amount of freight 
involved ? 


Mr. Cocke. I would say “yes.” 
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Mr. Dorn. Would you explain what 50 asian of the amount of 
reight, the cost of trans- 


freight involved means? The cost of the 
portation or what? 

Mr. Cocke. If he violated the conference contract, and say he 
shipped 100 bales of cotton, freight today is about $8 a bale. That 
is $800, and his penalty would be $400 on that basis. 

Mr. Dorn. Would you repeat that so I understand it. 

Mr. Cocke. If he was a contract shipper and he violated the con- 
tract by shipping 100 bales of cotton on a vessel other than a con- 
ference vessel, the freight on the 100 bales of cotton today at the 
conference rate is $800; $8 a bale. 50 percent of $800 would be $400. 

Mr. Dorn. Therefore, you feel a penalty should be 50 percent of 
the shipping cost paid by the violator ? 

Mr. Cocks. I would say that would be equitable. 

Mr. Dorn. Notice how I worded that: 50 percent of the shipping 
cost paid by the violator, or 50 percent of the shipping cost that the 
violator should pay. 

Which? 

There may be a fairly large difference there. 

Mr. Cocke. I think that the larger the shipment the more serious 
the violation would be. 

Mr. Dorn. Yes, but what I am getting at is is it 50 percent of the 
shipping cost paid by the violator using the nonconference line or 
50 percent of the shipping cost that he should have paid if he had 
used the conference Jine? 

Mr. Cocke. I would say 50 percent of the freight if he would have 
used the conference line. 

Mr. Dorn. Let’s get back to this emergency situation. 

When you say that the shippers only pay an additional 15 percent 
in the conference that you are affiliated with, do you mean to imply 
that in that time of emergency all that was paid by shippers on the 
other conference lines was no more than approximately 15 percent 
also? 

Mr. Dorn. How much did it differ ? 

Mr. Cocke. As far as the general rule of conferences, I don’t think 
that there were any increases, with maybe rare exceptions, of more 
than 25 precent. 

Mr. Dorn. And how much was the increase outside the conferences ? 

Mr. Cocker. On grain, for example, it was 100 percent. 

Mr. Dorn. There are other materials besides grain. Was that con- 
stant or did it range from 1 percent up to 100 percent on all materials? 
Do you have any statistics or could you get any statistics ? 

I think it is a very important point that you are making here, that 
in times of emergency the conferences turn out to be a tremendously 
stabilizing influence for America exports, and I would like it pursued 
just as far as it could be with statistics. 

Mr. Cocke. Of course, I didn’t have access to a number of the out- 
side rates as quoted, but we understood that in many instances some 
of the outside lines were getting better than conference rates at that 
time. 

Mr. Dorn. Is there any way that you could get the general statis- 
tics on this, probably by talking with other men, and then submitting 
it. to us? 
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Mr. Cocke. I would say it would be very difficult to get, but I 
will try. 

Mr. Dorn. You mentioned that there is one place in which this bill 
could be amended with reference to penalties. I wonder if you would 
have any objection if the bill was also amended in general terms so 
that it would specifically say that all shippers must be specifically told 
that there are these two rates ? 

Mr. Cocke. No. As a matter of fact, the shippers are notified by 
the conferences and through the associations of the difference between 
the contract and noncontract rates. They are all fully familiar with 
that. 

I listened to the testimony about tariffs. Well, the cotton shipper 
doesn’t want a big tariff. When his contract is sent to him he knows 
what the contract rate is, and shippers of other commodities know 
the same thing. He wouldn’t want a tariff of 150 pages just for his 
one commodity. So it is widespread to all the shippers by the confer- 
ences what the rates are, and they are included in the contracts. If 
there is any change, that is given to every contract signer so they 
are thoroughly familiar. They don’t have to go to the Federal Mari- 
time Board for the information, or go to the steamship lines or to 
the conferences for what they have in black and white before them 
in their contract. 

Mr. Dorn. Of course, I am frankly more concerned about the spas- 
modic, small shipper because I feel the big shipper knows all about 
these things. 

Mr. Cocke. Wesee that he does. 

Getting back to the penalty that we are talking about, of course I 

want to tell you those are my personal views, and I frankly think that 
legislation should not specific ally bring out w hat the penalty should 
be, but more or less leave it to the Maritime Board to decide what is 
fair and reasonable. Certain trades have different points. 

The Cuarrman. Mr. Pelly. 

Mr. Petxy. Just one question along that same line. 

I am interested in what protection there is for the general public 
against exorbitant rates under the dual rate conference system. Men- 
tion has just been made by Mr. Dorn of the Federal Maritime Board’s 
finding of a reasonable rate. Is there any protection when a confer- 
ence files a tariff rate for the public? Is there an investigation by the 
Federal Maritime Board as to the reasonableness of those rates? 

Mr. Cockxr. Not unless those rates are complained of. 

Mr. Pretty. In other words, the complaint would be investigated ? 

Mr. Cocke. Yes. 

Mr. Petry. And if everybody found that they were reasonable, the 
general public found they were reasonable, then they would stand? 

Mr. Cocker. Yes. 

Mr. Pretty. Secondly, I judge from what you say that under the 
conference dual rate system there is a very strong element of competi- 
tion between the independents and the liner services. Is that correct? 

Mr. Cocker. That is. 

Mr. Petry. Just clarify that. How many conferences is Lykes 
operating under? 

Mr. Cocker. I would say roughly we are members of about 18 con- 
ferences, both outbound and inbound. 
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Mr. Petuy. In those 18 conferences is there an element of competi- 
tion from an independent in all cases? 

Mr. Cocke. Ina great number of them, yes. 

Mr. Petxy. In the majority of cases? 

Mr. Cocke. Yes. 

Mr. Petty. And you are always under competition for the large 
shipment from the tramp in that respect ? 

Mr. Cocker. That is right. 

Mr. Petiy. However, you feel, generally speaking, that the com- 
petitive feature is not eliminated by the dual-rate system ? 

Mr. Cocker. I do. 

Mr. Petxy. Thank you. 

The Cuarrman. Mr, Curtin. 

Mr. Curtin. Mr. Cocke, there has been some mention of penalties. 
You talk about a penalty imposed on a shipper. 

Yesterday there was some talk about an allegedly rather substan- 
tial penalty imposed upon a shipper by a conference. Have there been 
any such penalties imposed by any of the conference groups of which 
you are a member ? 

Mr. Cocke. In our conferences there has been one penalty that has 
been put into effect. 

Mr. Curtin. What happens to the money that is realized? 

Mr. Cockxr. We haven’t gotten it yet. 

Mr. Curtin. What is the provision in your agreement for the dis- 
position of such penalty when it is received ? 

Mr. Cocke. As a matter of fact, there is no set rule about it. It 
would go into the conference treasury, in my humble opinion, and 
be used for expenses. 

Mr. Curttn. There is no provision that it is going to be divided 
among the members of the conference ? 

Mr. Cocke. No. 

We went on the basis that we wouldn’t have any penalties imposed, 
and there was only one case where this particular shipper violated his 
conference contract. 

Mr. Curtin. You have made no provision as to what you are going 
to do with the money when you get it ? 

Mr. Cocke. No, we haven't. 

Mr. Curtin. And you do not have that in your contract ? 

Mr. Cocker. No. It simply says penalty collected by the confer- 
ence, and the conference has not made any provision for that. 

Mr. Curtin. That is all, Mr. Chairman. 

Mr. Cuatrman. Mr. Glenn. 

Mr. Guienn. No questions, Mr. Chairman. 

The Cuarrman. Did you have a short question ? 

Mr. Dorn. I did, but that is all right. 

The Cuatrman. Thank you very much. 

Mr. Auten. Mr. Cocke, one further question on penalties. 

What happens to the shipper who is assessed a penalty? Does he 
get sued for the amount if he does not pay, or is he just refused the 
agreement at the lower rate until he does pay ? 

Mr. Cocke. This particular shipper that I mentioned has not paid 
his penalty. Therefore, he is not a contract signer today, and pays 
the noncontract rate. 


n 
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Mr. Auten. The only penalty is either to put up the money or be 
not entitled to lower rates? 

Mr. Cocke. That is right. 

Mr. Auten. Is there any release from the contract if a conference 
line is not in a position to take a shipment offered ? 

Mr. Cocke. Oh, yes. If it is offered to the conference lines and 
they cannot put a ship in position, he is immediately released. We 
have done that in a number of cases where, for some reason or other, 
he sold for a certain position and the conference did not have a ship 
in that position. He was released. But it doesn’t happen very often 
on account of the large number of sailings available. 

One point I wanted to bring out—I am sorry Mr. Dorn has left— 
is there aren’t too many increases in rates, but when we increased the 
rates the conferences protected the shipper for whatever he had sold. 
In other words, if he had made some sales and had not booked his 
cargo for certain reasons, he was given protection at the old rate on any 
sales he had made on or before that date. He was given, you can say, 
exceptionally good treatment. 

Mr. Atten. Thank you, Mr. Chairman. 

The Cuarrman. The counsel has some questions. 

Mr. Cowen. Mr. Cocke, with respect to your penalty provision 
against the shipper, is that a unilateral or bilateral contract? Does 
a shipper have any right of redress against the conference if for some 
reason they do not accept the shipment on the assigned date? 

Mr. Cocxr. He would have a claim against the individual line that 
didn’t fulfill its contract, and we would certainly have to pay any 
damage he suffered. 

In other words, if you book 500 bales of cotton for the last half 
of June loading, and, for some reason or other, you couldn’t put a 
ship in there and he suffered a loss, you would have to favorably con- 
sider that claim. 

Mr. Cowen. His form of redress then would be against the indi- 
vidual ship ? 

Mr. Cocks. Individual line; yes, sir. 

Mr. Cowrn. Whereas the conference would have redress against 
him for violating the contractual agreement? 

Mr. Cocxr. That is correct. 

Mr. Cowen. One further thing, please, sir. 

i notice in your statement, on page 3, where the Cotton Shippers 
Association met and set out a resolution asking the conference to re- 
duce existing ocean freight rates “and we are pleased to say that ma- 
terial reductions have been secured.” 

I believe you told Mr. Allen the rate at that time was $1.85 per 100 
pounds. Is that right? 

Mr. Cocker. That is right. 

Mr. Cowen. Which, as a result of this conference, you reduced to 
$1.60? 

Mr. Cocker. That is right. 

Mr. Cowen. And at $1.85 you had received an equitable return ? 

Mr. Cocker. That is right. 

Mr. Cowen. At $1.60 did you receive an equitable return ? 

Mr. Cocke. Yes, I would say so, At the same time I would like to 
mention that the Far East conference reduced its rate from $2.25 to $2. 
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Mr. Cowen. I notice on page 4 where a Japanese flag in the Italian 
trade announced a rate of $1.28. At that rate could you have received 
an equitable return ? 

Mr. Cocke. It would be pretty difficult to operate at that rate. 

Mr. Cowen. In the gulf area there has been a nonconference line 
operating, originally once a month, then every 20 days, and then twice 
a month, and now approximately 3 sailings a month, with 4 noncon- 
ference lines moving in and operating within the area. 

Under the Supreme Court decision where there was a stifling of 
competition, that certainly would not affect your conference for the 
dual rate system as set up in the gulf area, would it? 

Mr. Cocke. No, we don’t think it would. 

Mr. Cowen. In other words, you feel that under that decision then 
your dual-rate system as set up in the conference is certainly legal in 
all phases? 

Mr. Cocker. That is our opinion and the opinion of our counsel. 

Mr. Cowen. I am inclined to agree with you. I believe they are 
stifling the conference. 

Mr. Cocke. Thank you. 

Mr. Cowen. Thank you. 

The CuatrmMan. Thank you very much. 

Mr. Cocks. Thank you very much. 

The Coamman. Mr. Furness. 

Mr. Cocke. Mr. Chairman, Mr. Sam Nickey, Jr., of Memphis, Tenn., 
is up here to make a few remarks, and I would appreciate it if you 
would hear him now. 

The CuarrMan. Just a minute, please. 

Mr. Furness, this committee appreciated your letter of May 31 with 
reference to the matter that is before the committee. The accuracy of 
your letter was questioned when it was read, and there were certain 
statements made which I later had stricken from the record. 

Is your letter correct ? 


STATEMENT OF ROBERT FURNESS, ATTORNEY AT LAW, 
WASHINGTON, D. C. 


Mr. Furness. Indeed it is, sir. And I was not present, and I have 
no idea what the chairman is referring to. 

The Cuatrrman. Do you know any reason why the statements 1 
your letter would be ch: lenged ? ? 

Mr. Furness. I cannot imagine, sir. 

I suppose that you are referring to the fact, which is of record, and 
there is no doubt at all that there were no shippers, large or small, 
that appeared in the case that eventually was reviewed by the Supreme 
Court who opposed the dual-rate sy stem. 

There are various shippers, large and small, importers and ex- 
porters who did testify in favor of the dual-rate system and expressed 
their views that they preferred regularity of service and dependability 
of service, stability of rates, over a 10-percent advance in the charges. 

The Cuarrman. You say: 

I wish to emphasize that, although the Federal Maritime Board hearing in 


that case lasted for 3 months, not a single importer or exporter testified against 
the system or challenged its legality. 
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Mr. Furness. That is correct, sir. 

The CuarrmMan. That is what was challenged. 

Mr. Furness. That letter is positively correct. I heard all the 
witnesses. The hearing lasted 3 months. I couldn’t recall their names, 
of course, but that statement is very positively correct. 

It is true beyond any doubt in other hearings where I was not 
involved that certain shippers have attacked the dual-rate system. In 
my letter, in this case, there wasn’t a single shipper of any type, or 
exporter or importer of any description that attacked the dual-rate 
system. 

The Cuarrman. That is all. I appreciate your coming over here 
very much. Would you care to say anything else about this subject 
while you are here ? 

Mr. Furness. Only this, Mr. Chairman: my experience with the 
Maritime Board lasted about 19 years all together, with time out for 
the war, and I have been working on the dual-rate problem almost con- 
tinually since 1936. I think there is no doubt whatever that the com- 
merce of this country would be thrown into complete confusion, even 
in the simple step of revising tariffs ail over the world, if this dual- 
rate system is allowed by Congress to be, shall we say, scrapped. 

I believe that if you use the regular provision in section 16, which 
would prohibit prejudice, and section 17 which prohibits discrimina- 
tion across the board, in any rate system of any kind, there would be 
no danger to any exporter or importer or even a competing carrier to 
operate under the dual rate system. 

Also, I heard the term “umbrella” used this morning. I believe 
from all the evidence I have heard and all the decisions that I have 
read that to exactly the same extent that the dual-rate system for the 
American-flag carriers holds an umbrella over foreign competition, 
they hold an umbrella over independent competing nonconference 

carriers, I think that that is a correct statement, and I think that 
if you should pursue that further with other witnesses you would 
probably find the same 1 ‘esponse. 

The pending legislation, as I understand it, as I have read it, 
merely a sort of stopgap to pause to take a ad look at this. I 
strongly urge, Mr. Chairman, that it would be a very wise move to 
give everybody—shippers, large and small; importers, large and 
small; and all of the interests—an opportunity to come in here and 
participate in a subject this serious. 

The Cuarrman. I want to express the appreciation of this commit- 
tee for your coming over here this morning. You appear here with no 
interest whatsoever either way ? 

Mr. Furness. That is correct, sit 

The CHatrmMan. Do you appear for the good of the general wel- 
fare of the country? 

Mr. Furness. That is all I had in mind. 

I have been in the public service quite a while, as I indicated, and 
I realize the impact of the whole foreign trade that is involved here, 
and I have no interest in any carrier of any kind, not as an operator 
or attorney at all, and I will say that in this matter or in any matter 
involving dual rates. 

I have represented certain shippers, large and small, in the foreign 
trade, but I am not speaking here in any representative capacity. 
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The CHarrman. Mr. Allen? 

Mr. Atten. No questions, Mr. Chairman. 

The Cuarrman. Mr. Mailliard ? 

Mr. Mariurarp. No questions. 

The Cuatrman. Mr. Curtin ? 

oe Curtin. No questions. 

he Crarrman. Again I appreciate your courtesy in coming over, 
sir. 

Mr. Furness. Thank you, sir. 

The Cuarmman. Now we will hear Mr. Sam Nickey, of Nickey 
Bros. Lumber Co., Memphis. 

Mr. Matonry. My name is Maloney. There is a witness here by 
the name of Gwinup, and he is about to leave. He would be very 
brief, and I was wondering if he could testify now. 

The Caarrman. Then you will have to remain until tomorrow. 

All right, let him come up. 

Give your full name, sir. 


STATEMENT OF GEORGE E. GWINUP, MANAGER, TRAFFIC DEPART- 


MENT, THE RUBBER MANUFACTURERS ASSOCIATION, INC., NEW 
YORK, N. Y. 


Mr. Gwinup. My name is George Gwinup. I am chairman of the 
traffic committee of the Rubber Manufacturers Association, 444 
Madison Avenue, New York, N. Y. 

First, I want to thank Mr. Nickey for standing by for me. I have 
to be in Chicago tomorrow. So I res ally appreciate it. 

Mr. Chairman and members of the committee, the Rubber Manufac- 
turers Association is a trade association comprised of approximately 
180 members. Our traffic committee members are in favor of the 
bill H. R. 12751 and the bill proposed in the Senate, S. 3916. 

My job with the Rubber Manufacturers Association as chairman 
of the traffic committee is primarily the handling of freight rates, 
negotiating freight rates with the railroads, with the truck companies 
and with the steamship companies. 

The Rubber Manufacturers Association traffic committee has been 
negotiating freight rates with steamship conferences for about 30 
years, and I have been pay ated with the association during the last 
6 years. During those 6 years I have had many conferences with the 
various conference chairmen aa their members, and we have always 
come to some agreement as to the proper level of freight rates. 

On this negotiation of freight rates, after the rates have been nego- 
tiated I, in turn, notify all of our members, large or small, of the 
result of our conference. In fact, we go to the extent of notifying 
rubber manufacturers outside of the association of such results. For 
example, just recently we had freight negotiations on synthetic rub- 
ber out of the Gulf, which Mr. Cocke knows about. He failed to men- 
tion it. He was talking about cotton here, but he also handles an 
awful lot of sy nectierm rubber. 

After we negotiated those rates I notified all of the synthetic rubber 
people 1 egardless of whether they were a member of our organization 
or not, and that is our practice on all freight rates, whether railroad 
or steamship or truck shipments. 
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So our association knows full well what is going on in the trans- 
portation business concerning rubber products. 

We need a dual-rate proposition here because, mainly, of stability 
of rates and service. And what Mr. Cocke said about stability of rates 
when he was talking about the Korean war we agree with 100 percent 
because we know that during such times, if we are contract members 
of the conference, our rate 1s going to be stable and we know that 
that goes on year after year, and it has been, as I say, in some in- 
stances, for as much as 30 years. 

We have these freight negotiations with these various chairmen or 
with the conferences, and how we determine what an equitable rate 
is with the foreign competition is one of the most important factors. 
For example, in our crude rubber rates our import rate in the United 
States from the Far East has to be comparable to the rate from the 
Far East to the United Kingdom or over to Europe. It has to be 
favorable in competition with synthetic rubber. So there are many 
factors that we think of or that we present in talking freight rates. 
They are all important, and I might say, in my own opinion, if we 
didn’t have this dual-rate system and the close rel: ationship with the 
conferences it would, no doubt, affect the rubber market. 

I am not an economist. I don’t want to get into that phase of this 
business. 

In addition to this, I might just say here—and I think that it is 
worth mentioning—that we believe that the conference chairman— 
this is pretty farfetched, but we still believe this—should act as a ref- 
eree in these rate cases, that his salary and his office expenses should 
be borne equally by the steamship companies and the contract shippers. 
We seriously believe that because that would put us in a position when 
we went to the conference to talk freight rates in which we would have 
a neutral representative there that knows, you might say, the rate 
business and the industry and the shipping companies, and we would 
be agreeable to his decision. 

Today we go to the conference and it is the rubber industry versus 
the steamship conference, and we try to negotiate for our mutual 
interest. 

That is all I have tosay, sir. Thank you. 

The CHarrMan. Do you represent 6 or 7 companies. 

Mr. Gwinvup. I represent United States Rubber, Goodyear, Fire- 
stone, Goodrich, Gener: al, Armstrong, Thermoid, Ohio Rubber, Con- 
verse Rubber, and I could name others. 

The Crarrman. They are pretty big American importers and 
exporters. 

Mr. Gwineup. Oh, definitely. 

The CrarrmMan. Do they know of your appearance here ? 

Mr. Gwinvp. Yes, sir. 

The Cnatrman. And they agreed to your making this statement? 

Mr.Gwinvep. Yes, that is right. 

The Cuamman. They are the biggest in the United States ? 

Mr. Gwinup. Yes, sir, that is right. 

The Cnarrman. As well as small business? 

Mr. Gwinup. Yes, sir. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Thank you, Mr. Chairman. 
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In the domestic carriage of goods the Interstate Commerce Act, with 
its provision for a commission and the filing of and publication of 
rates, and its ability to regulate and adjust rates which are unreason- 
able or unjust, gives a stability to the domestic carriage of goods and, 
to an extent, eliminates the unrestricted competition between carriers. 
In your opinion does the dual-rate system under which foreign com- 
merce is carried have the same objective and accomplish it reasonably 
well? 

Mr. Gwrinvp. In domestic traffic you think of it this way: of your 
less-carload rates. 

You have your carloading less-carload rates, which are about 10 
percent lower. Then you have your common carrier truck rates, and 
then you have your contract truck rates. So, in domestic traffic you 
have 4 or 5 sets of rates to govern your shipment whereas in this dual 
contract we actually only have 1 rate. But there are 2 rates, 1 for the 
nonmember and 1 for the member. So actually the way I look at it 
is that we have more of a dual-rate proposition in domestic traffic 
than you do in the foreign traffic. 

Mr. Auten. I was getting more at the philosophy behind it, as to 
whether there is an objective to be accomplished which the conference 
system does accomplish, as opposed to a completely free competitive 
system insisting on no agreements between any two carriers, with the 
unlimited competition and the possible allocation of the ships of each 
carrier to what happened to be the most lucrative trade at the moment. 

I am getting at whether this is a device that accomplishes the stabil- 
ity of rates and service. 

Mr. Gwinur. We think it does. We think the dual system of rates 
is the proper means of getting the job done. 

Mr. Auten. I was rather interested in your suggestion that the con- 
ference chairman be sort of a referee. 

In domestic commerce the system of regulations can be imposed by 
the law of one country. Would it be equally possible to impose that 
type of referee system all over the conferences into which these various 
carriers enter ? 

Mr. Gwinur. The Maritime Board could handle it if they were 
given the power to do it. 

Mr. Auten. They could control this end of the commerce, I sup- 
pose. I was wondering whether they could with equal facility con- 
trol the foreign aspects, of it in the other countries. 

Mr. Gwixup. Where your conference chairmen are here in the 
United States—and most of them are—it could work very favorably. 

Mr. Atien. It would be equally true that you could not impose it in 
the other countries, I suppose. 

Mr. Gwinvp. I don’t think so. 

Mr. Auten. You might have 2 systems of conferences; 1 ours, and 1 
the rest of the world. 

Mr. Gwinvp. That is right. 

Mr. Auten. Thank you. 

Mr. Gwinur. What I have said here about this is merely a sug- 
gestion. 

The Cuatrman. Thank you very much. 

The committee will stand adjourned until tomorrow morning at 10 


o'clock. 
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(Whereupon, at 12:15 p. m., the committee adjourned, to be recon- 
vened at 10 a. m., Thursday, June 5, 1958.) 
(The following was furnished for insertion :) 


SouTtH CAROLINA STATE PorTS AUTHORITY, 
Charleston, S. C., June 5, 1958. 
Hon. Hersert C. BONNER, M., C., 
Chairman, Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D. C. 


DeaR Mr. BoNNER: For the past year or so, we, along with other South 
Atlantic ports, have lost considerable business between our ports and Puerto 
Rico by reason of withdrawal of service by American-flag vessels and inability 
of foreign-flag ships to enter Puerto Rico ports. This is working a distinct 
hardship not alone upon the port interests, but, similarly, upon South Carolina 
and other nearby shippers. 

By way of validating our confirmed belief that tonnage is available, we 
recently caused to be made a letter survey (copy of which is available to you), 
replies from which indicate in excess of 2,000 tons of cargo is monthly available 
through the port of Charleston. Better than 1,000 tons would come from 1 
lumber concern in Augusta which, prior to discontinuance of service here, 
always utilized the port of Charleston. 

Within the past week we have been approached by Mr. W. H. Grier, execu- 
tive vice president of Rock Hill Printing & Finishing Co., telling us that his 
firm has commitments for 500,000 pounds per week each way of cotton piece 
goods for a continuing period. This is big business, but we are estopped for 
the moment from accepting because of lack of steamer service to Puerto Rico. 

We are cognizant that your committee has from time to time given con- 
sideration to ship service to Puerto Rico. Accordingly, in view of the present 
critical situation with which we are faced, we are respectfully requesting 
that you advise if any degree of relief appears in the offing or if you have any 
specific suggestion to make to us. 

Assuring of our genuine appreciation for the fine work of your committee 
on all matters affecting our several ports, and daring to hope that you may 
now be able to suggest a modus vivendi of which we may take advantage, 
we are, 

Very truly yours, 
SoutH CAROLINA STATE Ports AUTHORITY, 
T. CARLISLE CRUMP, 
Administrative Assistant. 








| 
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THURSDAY, JUNE 5, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON MercHAnt MARINE AND FISHERIES, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 219, Old 
House Office Building, Hon. Herbert C. Bonner (chairman) presiding. 

The Cuatrman. The committee will come to order. 

Before we proceed this morning, I wish to make a brief statement 
with respect to what is before the committee at the present time. The 
Chair does not consider that the entire subject of the dual-rate system 
is before the committee. 

As I pointed out at the opening of this hearing on Tuesday, we set 
aside 3 days to hear views on the legislation before us, and the matter 
before us is H. R. 12751, to hold in abeyance the status quo of the 
present situation until the committee can study the entire subject at 
subsequent hearings. The conference system is broad and complex. 
The basie law, the Shipping Act of 1916, was enacted 42 years ago. 
A review of that act is certainly in order and, perhaps, changes may 
need to be made. 

However, the sole question in these hearings is whether or not it is 
desirable that the status quo can be maint: ained in regard to the dual- 

rate contract system for an interim period while -areful study is given 
by the Congress to the whole subject. 

In order to make a complete record we will have to take a little 
more time than was originally planned. Accordingly, I have re- 
scheduled the committee’s program so we can finish up with this sub- 
ject this week, tomorrow. Therefore, witnesses not able to present 
their views today will have the opportunity tomorrow, at which time 
the hearing will be closed tomorrow afternoon. I will, therefore, 
greatly appreciate it if all remaining witnesses will be as brief and 
to the point as possible, and the point is the resolution, in order that 
we may get all essential facts on the record, without going into mat- 
ters which will be the subject of more intensive study later on. 

I have collaborated with my friend, Mr. Allen, of California, the 
ranking member here this morning, and I think that it is well and 
proper that we get some basic facts of the operation of the dual-rate 
system on the record so as to substantiate the committee’s considera- 
tion of the resolution before us. Therefore, we are going to finish 
this subject tomorrow. 

The committee continues to receive numerous and various telegrams 
from large and small business urging the immediate consideration 
by the Congress of this resolution: from W. P. Fuller & Co., of San 
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Francisco, the Dow Chemical Co., of Midland, Mich., and so forth. 
I will ask that these telegrams be placed in the record. 

These telegrams, I must say, deal with the subject before the com- 
mittee. 

(The telegrams referred to follow :) 


MIDLAND, Micu., June 4, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
Washington, D. C.: 

The Dow Chemical Co. supports the interim legislation introduced in the 
House and Senate to maintain the status quo of the dual-rate conference system 
until June 30, 1960, in order to maintain stability in the rate system and to 
avoid hardship to importers and exporters. 

J. A. KENNY, 
Foreign Traffic Distribution and Trafic, the Dow Chemical Co. 





San Francisco, Cauir., June 4, 1958. 
Hon. Hersert C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
Washington, D. C.: 

Strongly recommend committee support current bills in Congress to continue 
principles of steamship contract rate system in international trade to assure 
United States suppliers and customers overseas of continuing stabilized rates 
and regular service. 

W. P. Furrer & Co., 
Per W. B. Grissriz, Export Department. 





New York, N. Y., June 4, 1958. 
Congressman HERBERT C. BONNER, 
Chairman of the House Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C.: 


Understand your committee conducting hearings on new legislation regard- 
ing dual-rate system, we wish to express our feelings that recent Supreme 
Court decision will adversely affect the proper conduct of our overseas busi- 
ness. We feel a coordinated transportation market is absolutely necessary and 
having had, in the past, experience with dual-rate system over a long period, 
we are of the opinion these arrangements, when adequately administered as 
heretofore, are immeasurably preferable to sudden fluctuation in rates which 
always occur in unstable markets. Respectfully recommend favorable action 
on any legislation which would restore dual-rate system provided our arrange- 
ments, concluded with steamship companies, are agreed upon on mutually 
satisfactory terms. 

SemMacK TRADING Co., INC. 


Los ANGELES, CALIF., June 4, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C.: 

Reference H. R. 12751. Have read Stetson’s letter dated April 22, 1958, which 
subscribe fully. Our export trade depends heavily stability ocean freight rates; 
otherwise, trading difficult, uncertain, destroying confidence overseas buyers when 
plentiful supply foreign competing citrus fruits. Also fearful instability rates 
would discourage adequate service special refrigerated carriage essential fresh 
fruits. Will appreciate full consideration important need this industry, and we 
support fully appropriate legislation stabilizing, legalizing, and safeguarding 
this traffic. 

SUNKIST GROWERS, INC. 
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New York, N. Y., June 4, 1958. 
Congressman HERBERT C. BONNER, 
Chairman, House Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D.C.: 

Having heard your committee conducting hearings on legislation re dual-rate 
system am prompted to express my opinion that recent Supreme Court decision 
will adversely affect conduct our foreign commerce. I feel a stable transporta- 
tion market is necessary and having had experience with dual-rate arrange- 
ments during my thirty-odd years in the export field believe this system when 
properly administered as heretofore is effective solution and preferable to either 
high or low levels of rates prevalent in open market conditions. Respectfully 
urge favorable action on any bill which restores use dual-rate system subject 
only to our negotiations with carrier groups on mutually agreeable terms. 

AMERICO MARIN. 


New York, N. Y., June 4, 1958. 
Hon. HERBERT C. BONNER, 
Chairman of the Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C.: 

As an exporter of paper to world markets we fear that disruption of the con- 
tract-rate system will create instability of rates with resultant hardship to us. 
We therefore request pasasge of the bill presently before Congress assuring con- 
tinuance of the contract rate system until June 30, 1960. 

J. V. CARENA, 
President, Van Reekum Paper, Ince. 


RICHMOND, VA., June 4, 1958. 
Hon. HerBert C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
Congress, Washington, D. C.: 


As exporters of substantial quantities American leaf tobacco worldwide, we 
wish to express our support of interim legislation to maintain status quo of dual- 
rate system until June 30, 1960, fearing that disrupting contract-rate system will 
create chaotic condition respecting rates and service with resultant hardships 
in carrying on our highly competitive business. 

L. A. GLass, 
Traffic Manager, Export Leaf Tobacco Co. 





SAN Jose, CaAuir., June 4, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and FPisheries, 
Old House Office Building, Washington, D. C.: 

This association representing the interests of approximately 6,000 grower 
members engaged in the growing, processing, and selling of various type of dried 
fruit earnestly requests favorable action be taken on your bill to continue dual- 
rate contract arrangements now in effect with steamship conferences. We have 
forward sales made on which buyers are raising their selling costs on present 
freight rates. This industry must have stability of freight rates in order to be 
competitive in selling its products in foreign markets. 

R. L. JOHANSEN, Sunsweet Growers, Inc. 


The CHarrMan. The committee has before it two letters from Mr. 
John O’Connor, which it has not had an opportunity to read but 
before the hearing continues tomorrow, they will be read to the full 
committee. 

We are only going to be able to sit an hour this morning since the 
House meets at 11 o’clock. 

Mr. Ray wanted to hear from the Department of Agriculture. We 
have Mr. Bucy here. Mr. Bucy is Assistant General Counsel. 
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STATEMENT OF CHARLES W. BUCY, ASSISTANT GENERAL COUNSEL 
FOR MARKETING AND REGULATORY LAWS, DEPARTMENT OF 
AGRICULTURE 


The CHarrMan. You speak for the Department of Agriculture, do 
you 

Mr. Bucy. Not on the policy question with respect to this bill. 
Counsel of the committee called me and asked me to come up here 
this morning. He said there were some questions that the chairman 

yanted to ask. 

As far as the Department’s position is concerned, I understand they 
received a request within the last 48 hours and that they are formu- 
lating their policy as far as the matter that is before the committee at 
this time, so that I am not in a position to speak for the policy of 
the Departm ent on the legislation under consideration. 

The CHarrMan. We are confining ourselves to whether or not the 
general subject shall be held in abeya ance as the result of this Supreme 
Court deci ision and that hearings ‘be held on the general subject of 
the conference dual-rate system. Do you have any views on that? 

Mr. Bucy. No. The committee, of course, is familiar with the po- 
sition that the Department held in joining the Department of Justice 
in the particular litigation, but on the legislation I have no views 

The Cuarmman. If you do not desire to answer any of Mr. Ray y's 
questions, we will understand. 

Mr. Ray ? 

Mr. Ray. You were starting to give the reasons for the Depart- 
ment’s position in the litigation before the Supreme Court. 

Mr. Bucy. No; I stated that I assumed that the committee was 
familiar with the position of the Department Justice which was joined 
in by Agriculture in the Supreme Court case. 

Mr. Ray. There is an apparent inconsistency between testimony 
given yesterday as to certain views of the Department or of certain 
people i in the Department, between that on the one hand and the De- 
partment’s taking the position it took in the litigation. 

I wanted to have an explanation of the reasons why the Department 
felt it desirable to enter the litigation as it did. 

If there is a change in policy, I would like to know the reasons for 
the change. 

Mr. Bucy. Ihave no information as to any change. 

I am not familiar with the statement that was made yesterday that 
you raise at this time, Mr. Congressman. 

Mr. Ray. Mr. Chairman, I think if the Department is formulating 
its policy position we might just be complicating things to go further 
into the matter with this witness this morning. 

The Cuamman. Yes; and I think we had better hear the Depart- 
ment when we go into the general subject in full hearings. 

Mr. Ray. The witness can call to the attention of the Department 
the question in which I am interested so that it can be covered either 
in their policy statement or in the supplemental statement at the time. 

The CrHatrrman. And you may make the Department aware that 
this bill is what we have before us at this time and if they care to 
express themselves on this, they will please notify the committee and 
we will hear them. 


a 
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Mr. Bucy. I understand, Mr. Chairman, they are taking active 
steps right at this time to formulate the alan on this and get to 
thise -ommittee their expression. 

The CHatrrman. That is not on the general subject but on this bill. 

Mr. Bucy. Yes; on the legislation under consideration. 

The Cuatrman. Mr. O’Connor, I know you are greatly interested 
and probably would want to get up a little closer here. Do you want 
to come up here? 

Mr. O’Connor. I have some hesitation. It might be safer Oy here. 

As I recall the darts and arrows you cast at me yesterday, I do not 
know but whether hiding in the bulrushes might be safer. 

The Cruamrman. I want to get you out in the light so that we can 
get closer together. 

The first witness this morning will be Mr. Joseph B. Phillips, traf- 
fic manager, Columbian Rope Co. 


STATEMENT OF JOSEPH B. PHILLIPS, TRAFFIC MANAGER, 
COLUMBIAN ROPE CO., AUBURN, N. Y. 


The CuHatrman. Mr. Phillips, you heard the general statement. 
Step right up here and address yourself to this resolution. 

Mr. Puitires. Mr. Chairman, members of the committee, my name 
is Joseph B. Philipps, traffic manager of the Columbian Rope Co., 
Auburn, N. Y. 

The Columbian Rope Co. is a manufacturer of all types of cordage 
and twine. It imports 100 percent of its vegetable fibers from various 
points throughout the world as does its wholly owned subsidiary, the 
Edwin H. Fitler Co., of New Orleans. 

Besides being an importer, Columbian is also a shipper of abaca 
fiber, and copra, from the Philippines, and sisal from Brazil to mar- 
kets throughout the world. 

Columbian also imports jute = om India, sisal from Haiti, and sisal 
from British and Portuguese East Africa. 

We have supported the du: i r -ate system mainly because of the sta- 
bility of rates under such an agreement and also because of the de- 
pendable and regular service which conference members afford. 

The importance of stability of rates is that it insures an industry of 
being in a competitive position as far as ocean charges are concerned. 

I would also like to add that I believe such a system insures the live- 
lihood of American-flag ships which is most important to our national 
economy. 

I strongly urge the continuance of such a system. 

The Cuarrman. Are there any questions / 

Thank you very much, sir. 

Have you read this resolution ? 

Mr. Puitutrs. Yes, sir. 

The Cuarrman. Do you support this resolution and do your asso- 
ciates support it? 

Mr. Purmutes. That is correct. 

The Cuarrman. Mr. Richard Staley, Quaker Oats Co. Mr. Peter 
Labagh, Canners League of California. 

Mr. Labagh, have you read this resolution ? 
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STATEMENT OF P. STEELE LABAGH, TRAFFIC DIRECTOR, CALI- 
FORNIA PACKING CORP., SAN FRANCISCO, CALIF., REPRESENTING 
CANNERS LEAGUE OF CALIFORNIA AND DRIED FRUIT ASSO- 
CIATION OF CALIFORNIA 


Mr. Lasacu. I have, Mr. Chairman. 

The Cuarrman. Will you give your full name? 

Mr. Lazacu. My name is P. Steele Labagh. I am traffic director 
of the California Packing Corp., of San Francisco. 

I am here representing the Canners League of California and the 
Dried Fruit Association of California. 

The Canners League of California has 38 members. ‘They repre- 
sent 75 percent of the pack. The pack is about 115 million cases 
per year. Approximately 7 percent, or 8 million, of that is shipped 
in export. 

On the dried-fruit end, there are 26 members representing 95 per- 
cent of the industry in California. They ship approximately 30 mil- 
lion cases a year and approximately 5 million of that, or approximately 
20 percent of that, is shipped in export. 

Both of these organizations are firmly in approval of this proposed 
legislation in order to maintain the status quo as it exists today of the 
present dual-rate system so that we may have the present rates and 
the service that the steamship companies give us. 

Not only do I represent these canners and these packers, the packers 
being the dried fruit packers, but I think behind those canners and 
packers who buy most of their goods from the farmers of California, 
the hundreds and thousands of farmers, that it is necessary for those 
farmers to have us pack their goods and sell them and export them 
so that they will have a market for their goods so that not only could 
you say that we are involved but they are also involved in this legisla- 
tion so that the goods can be transported and disposed of throughout 
the world in the markets. 

If these goods were not disposed of at a profit, why, then, if they 
were on the market to come back in the local market, it would depress 
the whole market. 

We do negotiate with the conferences and do obtain the rate adjust- 
ments from time to time. In fact, just this year, to give you a spe- 
cific example, we approached one of the conferences and were able to 
get an adjustment in order to get our goods to Europe on a com- 
petitive basis with those goods shipped from South Africa and from 
Australia, competitive items. in this instance canned goods. 

On other occasions, we have gone to the conferences on dried fruits 
and gotten adjustments to enable us to get into those foreign markets 
and maintain our goods in those markets and maintain our merchant 
marine in most markets. 

Where we do not have that kind of opportunity, then we are faced 
with chaos and difficulty. For instance, we had an instance last year 
in a certain country in the Caribbean where there is no conference. 
One of the steamship lines raised its rates and the others did not. 
The Canners League and the Dried Fruit Association both went to 
the Maritime Commission and filed petition for suspension because 
of the chaos it creates in the marketing condition in our disposition 
of our products to have goods go into a market where there is not 
one rate available to everybody. If there are two rates, you cannot 
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get all your goods on the boat that has the lower rates and therefore 
some of your - goods go in at a higher rate and some at a lower rate. 

In those instances even your own buyers come to you and want you 
to absorb the difference in the rates. 

As to your competitors, you have a difficulty in knowing what your 
competitors may be paying or you have a difficulty in meeting that 
competition so that, from the standpoint of the small shipper and 
the larger shipper, it is very important that we have a stability of 
rates, that this status will be continued until such time as Congress 
goes into the matter in full. 

Thank you very much. 

The CuatrMan. Are there any questions? 

Mr. Ray. Mr. Chairman. 

The Cuatrman. Yes, Mr. Ray. 

Mr. Ray. It appears from the last few sentences that you spoke 
that in order to have competition among your members there must be 
uniformity of rates. 

Mr. Lasacu. That is correct. 

Mr. Ray. With respect to what other elements is there uniformity ? 

Mr. Lasacu. If you are speaking of canned goods, canned goods 
are all packed to a uniform quality. In other words, in order to be 
packed in California, they have to come up to a certain standard so 
that, if you sell choice goods in the foreign market, everybody knows 
what the r range of qu: lity is in those ¢ hoice goods, how many peaches 
there are in a can within a range or how many pears there are in a 
can within a range. That is true of all the products that are packed 
in California. They are all governed by these quality standards so 
that all the canners in California pack within a certain range of qual- 
ity each different grade of product that they pack. 

Dried fruit has the same thing. Everything shipped in dried fruit 
has to be certified by the Dr ied Fruits Association as maintaining 
certain quality, depending on the standard that is sold so that, w hen 
a buyer in Europe or any other free country throughout the world has 
the money buys our goods, they know that it is up to a certain quality. 

Does that answer your question ? 

Mr. Ray. It reaches toward the answer. It puzzles me as to why 
you think there is a need for uniformity in this one factor. I take it 
from what you say that there is uniformity in much more than the 
one factor. 

Mr. Lanacu. There is. The only uniformity there is not is in the 
price. Everybody sells at whatever price they want to but, if they 
know what the standard is and know what the transportation cost is 
they can go into the open market throughout the world and sell at 
whatever price they can get for their product. 

Mr. Ray. They know what their costs are for various steps in their 
processing. They do not have uniformity in those costs as between 
plants? 

Mr. Lanacu. That is true. 

Mr. Ray. That is where the competition enters because of the 
differences. 

I am curious as to why you attach the importance so far as main- 
taining competition is concerned, which you seem to attach to uni- 
formity as to this one factor. 
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Mr. Lanacu. Well, in fairness to everybody, it is better that we have 
uniformity in transportation rates, because, if it were not for uni- 
formity of transportation rates, the larger packer who controls a lot 
of traffic would be in much better position to take care of the situa- 
tion than the smaller fellow who only packs a few hundred or a 
thousand cases. He would not have the same opportunity of going to 
meetings with the carriers. He is in some little town. He does not 
get to these conferences. He does not even know that there is a 
possibility of that because he is so busy in his own one-man business. 

Through the Canners League and through these other associations 
he is able to be represented and to get the same rate as his biggest 
competitor and that is an advantage to him. It gives him the oppor- 
tunity to get into the foreign markets on the same basis as his biggest 
competitor. 

Mr. Ray. The factor of size of operations, of course, goes way 
beyond the transportation costs as a factor in a competitive situation. 

Mr. Lanacu. Well, if you are speaking of efficiency of operation 
sometimes these small operators are terrifically efficient and if they 
are smart can be just as efficient as the large fellow. Efficiency does not 
depend upon largeness. It depends upon how smart the operator is. 

Mr. Ray. You have answered my question as you see it, then. 

Mr. Lanacn. Yes, sir. 

The CHarrMan. Are there any further questions? 

You come officially speaking for the Canners League ? 

Mr. Lazacu. And the Dried Fruit Association, two different asso- 
ciations. 

The Cuarrman. They know of your appearance here in support of 
this resolution ? 

Mr. Lanacu. In support of that particular resolution. 

The Cuamman. Thank you very much, sir. 

Mr. Lasacu. You are welcome. 

Mr. Kiuczynskt. Mr. Chairman, may I make a suggestion ? 

We have only a half hour this morning and I do not know whether 
we can finish tomorrow morning. I would suggest that we have all 
those in favor of this legislation raise their hands, give their name and 
whom they represent, and put the statements in the record. Then we 
could hear the opponents. 

The CuarrmMan. I am going to go through here as many as I can 
so that, if there is any question that any member might want to ask 
the individual, he may do so. 

Mr. Zetenko. May I ask a question, Mr. Chairman? 

The CuarrMan. Yes. 

Mr. ZetenKo. Do we have any indication of the number of wit- 
nesses for and the number against? That may aid us. 

The Carman. I have the witnesses that want to appear. As to 
whether they are for or against I do not know. 

Mr. Zetenko. I join in the suggestion, Mr. Chairman, that the pro- 
spective witnesses here might indicate whether they are for it, maybe 
there is a preponderance for it. Perhaps there are 1 or 2 against it. 
Maybe it is the reverse. 

I assume that most everybody that is for it will give identical testi- 
mony. 

We might save time hearing only those against it. Maybe it is the 
reverse. 

[f it is divided we cannot make any progress that way. 


ow 


= we @& =| 


we 


TO AMEND SHIPPING ACT, 1916 147 


The CHairman. We, for 2 days, have had a general appearance here 
on the subject of dual rates and it has become very repetitious. The 
question before the committee is this resolution to give this length of 
time that the committee may study this entire subject to see whether 
there might be necessary changes in existing law. 

Mr. ZeLenKo. I want the chairman to know that I go along with 
the suggestion of Congressman Kluczynski. It may be a situation 
where most everybody might be for it or everybody against it, so that 
it would perhaps be well to give more time to the few witnesses for 
the minority, whichever it is. 

Mr. Ewers. (Ira L. Ewers, Counsel, Moore-McCormack Lines, 
Inc.). My name is Ewers, Mr. Chairman. I am attorney for Moore- 
MeCormack Lines. 

We have a short prepared statement favoring this legislation. We 
have available to the committee for questioning, Mr. W. T. Moore, the 
president of Moore-McCormack, Mr. Gerald E. Donovan, Mr. C. H. 
McGuire, Mr. Frank Bowers, and Mr. Joseph Kelly, who are our traf- 
fic experts. 

We are at the disposal of the committee. 

We favor the legislation. We can have Mr. Moore read the short 
statement, if that is the pleasure of the committee and file it for the 
record. 

We should also like to file our annual report to answer some of the 
financial discussions which have been here, but otherwise we are at the 
disposal of the committee to proceed in such a way as to the committee 
seems proper. 

The Cuatrman. Would your witness be available tomorrow ? 

Mr. Ewerrs. No, sir. I am sorry. Mr. Moore has to return today, 
sir. 

The Cuatrman. I will follow your suggestion, Mr. Kluezynski, if 
you will let me hear this witness at this time, confining himself to this 
resolution, if you will. 

The subjects that you mentioned will come up in the overall hear- 
ings. 

Mr. Ewers. There have been some inquiries from members of the 
committee that we felt, out of courtesy to the committee, we should 
have our experts here prepared to answer. 

We are at your disposal, sir. 

The CuatmrMan. All right. We will take you right now, then. 

I want to follow Mr. Kluezynski’s suggestion. 

Will those who oppose this resolution stand so that I can get some 
idea? Will you give vour name, sir? 3 

Mr. Triecs (Mathew L. Triggs, American Farm Bureau Federa- 
tion). Mat Triggs, American Farm Bureau Federation. 

The Cnatrman. Mr. Triggs? 

Mr. Triaas. Yes, sir. 

The CHatrrmMan. The other? 

Mr. Krinxiey. My name is Krinkley, with the Isbrandtsen Co. of 
New York. : 

The CrHatrman. You gentlemen are opposed to the resolution. I 
will see that you are heard shortly. 

I have been asked by a member of the committee to ask those who 
are for this resolution to stand up. 

Proceed, Mr. Moore. 
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STATEMENTS OF WILLIAM T. MOORE, PRESIDENT; GERALD E. DON- 
OVAN, FINANCIAL VICE PRESIDENT; AND IRA L. EWERS, 
COUNSEL, MOORE-McCORMACK LINES, INC., NEW YORK, N. Y. 


Mr. Moors. Mr. Chairman, my name is William T. Moore. I am 
resident of Moore-McCormack Lines, Inc., of 5 Broadway, New 

ork City. 

I appear in support of H. R. 12751 and identical bills. 

Moore-McCormack owns and operates 43 vessels connecting 4 con- 
tinents—the east and west coast of North America with the east coast 
of South America, and the Atlantic coast of North America with 
Scandinavia and Africa. We are members of conferences or rate 
agreements in all of our trades. In the South American trade, we have 
19 foreign competitors who voluntarily operate under the conference 
systems. The same is substantially true of most trades. Studies 
prepared by Maritime show that there are only 1 or 2 American-flag 
liner operators who do not belong to conferences in their particular 
trades. Certainly the entire shipping world cannot be out of step 
but one or two Jims. 

We are a subsidized operator. Our subsidy is substantial because 
our crew wages are much higher than our foreign competitors be- 
cause of our high American standard of living. It is not true, as Mr. 
O’Connor has intimated, that we distribute all of our subsidy as 
dividends, nor does the amount of one have any relation to the amount 
of the other except by coincidence. 

As a matter of fact we were the first to enter into an operating dif- 
ferential subsidy contract in 1938. We bought the first ship built 
under the 1936 act. We were the first to replace all of our old fleet 
commencing in 1938, and to agree to do so again in 1955. 

Our operations are fairly reflected by our last annual report, a copy 
of which is submitted with this statement. 

What the figures do not fully reflect, however, is that we have agreed 
with Maritime, if economically feasible, to build 2 new passenger ves- 
sels and 43 new cargo ships at a gross cost of almost a half billion 
dollars and a cost to us of over $300 million. This means the opera- 
tion of vessels costing $500 to $600 a ton instead of about $100 a ton. 
We have already contracted for 2 new passenger vessels which will 
soon be delivered and 4 new cargo vessels. We expect to contract 
for 3 more cargo vessels this year. 

Without going into all of the details I can assure you that partici- 
pating in the Government’s replacement program requires an optimis- 
tic viewpoint as to future revenues and earnings that we sometimes 
doubt. 

The present situation contributes substantially to that doubt—to 
say the least. 

Reference to our annual report will show that a small percentage- 
wise reduction in revenues could convert a fair profit into severe loss. 
Instability of freight rates could well have that effect. 

I am alarmed that it is proposed that we should revert to the jungle 
law of dog-eat-dog which is not sensible for rational beings who 
should pr ofit by previous experiences. 

In our domestic economy, transportation is regulated because that 
has been found to be in the best interests of the ow ners, operators, 
shippers, labor, Government, and the public. 
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Substantially the same conclusion as to international commerce 
was reached in "1914 by the Alexander committee, which recommended 
the conference system, and by a contemporaneous Royal British Com- 
mission which went further and even favored deferred rebates. 

The conference system is a method of governmentally supervised 
= regulation which is as near as we can approach in the international 

transportation field to what is regarded as necessary in domestic 
transportation in view of overlapping international jurisdictional 
problems. 

We have found that the conference system without contract rates 
is almost worthless in maintaining stability, but even with contract 
rates it has not reached its full stabilizing effect because of the doubts 

‘aised concerning its legality. 

We most strongly urge that these doubts be removed, immediately 
and permanently if possible, but in no event should the contract rate 
system be permitted to disintegrate since this would result in rate wars, 
which not only are ruinous to owners, operators, shippers, Government, 
labor, and the public, but would also substantially strain our already 
tense international relations. 

The CuHarrman. That concludes your statement ? 

Mr. Moore. Yes, sir. 

The CHatrrman. Mr. Boykin? 

Mr. Boykin. I have no questions. 

The Cuatrman. Mr. Allen. 

Mr. Auten. Mr. Chairman. 

Mr. Moore, I note in your statement of income in the report that 
for the year 1957 the operating differential subsidy is slightly over 
$17 million. 

The provision for Federal income taxes is $4,750,000. 

The recapture is $700,000, and the net income is slightly over $6 
million, 

Are those figures in any way related to the operating differential 
subsidy in one year producing more or less income that year ? 

Mr. Moore. I would not say so, sir. 

Mr. Aten. Going a little further, I note that in the year previous 
the subsidy receivable was a little over $12 million, about $5 million 
less than 1957, and the net income about the same. 

Mr. Moore. Sir, the reason for that is that in that year we purchased 
the Pope & Talbot Pacific Argentine Brazil Line, from the west coast 
of the United States to east coast of South America and also the Robin 
Line to Africa, and the reason for the increase in the subsidy and also 
the revenues is largely due to those services. 

Mr. Aten. Apparently the subsidy went up about 50 percent and 
the revenue stayed where it was. 

Mr. Moore. I do not have it before me. 

Mr. Aten. It seems obvious that there is no direct connection 
between the two amounts. 

Mr. Moore. There is no direct connection. 

The Cuamrman. Did you care to comment on the subject Mr. Allen 
raised ? 

Mr. Ewers. Mr. Donovan, our financial vice president, I think is 
best capable to answer that. May the question be reread to Mr. 
Donovan? 
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Mr. Auten. The general subject is as to whether or not the payment 
of the operating differential subsidy produces a different profit year 
by year or what is the relationship between the two ? 

Mr. Donovan. Well, the payment, of course, of a subsidy is a pay- 
ment of a differential as between the foreign and the domestic cost, 
chiefly wages, which in itself guarantees no profit. You have years 
when you make a profit without subsidy and other years when you 
would not have made a profit without subsidy. 

It is of course, on the other hand, true that the swing in the subsidy 
amount has that much of an effect on the net result, all other factors 
being equal, which, of course, they seldom are. 

There is no relation of the final profit and dividend amount to the 
particular subsidy paid in any one year as is very evident from the 
figures year to year. 

Mr. Auten. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Garmatz. 

Mr. Garmartz. I have no questions, Mr. Chairman. 

The Cuarrman. Mr. Van Pelt. 

Mr. Van Pett. I have no questions. 

The Cuarrman. Mr. Kluczynski. 

Mr. Kiuczynskt. I have no questions. 

The CHatrman. Mr. Ray. 

Mr. Ray. I have no questions. 

The Cuarrman. Mr. Rivers. 

Mr. Rivers. I would like to ask Mr. Moore, does the philosophy be- 
hind this dual rate in anywise conflict with the philosophy behind the 
Sherman antitrust statutes ? 

Mr. Moore. Sir, I am not a lawyer. However, it is my feeling that 
if we are to have a stabilized system of foreign transportation under 
the American flag, that a dual rate conference system is necessary. 

Mr. Rivers. Well, you would say, then, that it is more within the 
philosophy of the Interstate Commerce Act? 

Mr. Ewers. I think legally that is true, sir. Insofar as the con- 
ference system might run afoul of the antitrust legislation, approval 
by the Maritime Administration takes it from w ithout the ¢ ompass of 
the antitrust statutes. 

Mr. Rivers. Because of the Government participation by way of the 
Maritime Administration ? 

Mr. Ewrrs. That is correct. 

Mr. Rivers. They oversee these agreements and tariffs. 

Mr. Ewers. None of these agreements are permitted to become ef- 
fective or remain effective except so long as the Federal Maritime 
Board lends their approval to the agreement and to the operation of 
the agreement. 

Mr. Rivers. I think that ought to be in the record. That is why I 
asked the question. 

Mr. Ewrrs. We tried to say that, sir, in saying that the effect of 
theses conferences is a governmentally supervised system of self-regu- 
lation and Maritime becomes quite rigorous sometimes in revising 
agreements to take care of what they consider to be the public interest. 

“The Cuarrman. Mr, Ewers, will you address yourself to the 1916 
act in conjunction with what you are talking about. now ? 

Mr. Ewers. In the 1916 act, I think its bearing on this problem 
can best be reflected by the minority decision in the Supreme Court 
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of the United States. Congress, in 1916, instructed Maritime to ap- 
prove all agreements which were not found inimical to the commerce 
of the United States. It specifically prohibited certain what they 
called predatory practices that were reviewed in the Alexander report. 

The Alexander report was fully cognizant of the act of deferred 
debates, fighting ships, dual rates, and other tie-ins , and they specif- 
ically prohibited those which they considered inimical. 

The dual rate system was well known to the legislators at that time 
and is not specifically prohibited as are the other predatory practices 
frowned upon. The Supreme Court found that in their opinion the 
so-called dual rate system ran afoul of certain very general provisions 
in the 1916 act although to me, who has lived with this problem 
since then, I am quite sure that if Congress knew about dual rates and 
had intended to make them illegal, they certainly would have specifi- 

cally done so as they did these other practices which were discussed 
in the review by the Alexander committee. 

Mr. Rivers. Could I inquire, Mr. Chairman? 

The CuarrMan. Yes. 

Mr. Rivers. When was that decision rendered ? 

Mr. Ewers. Incidentally, have you made that a part of the record, 
Mr. Chairman ¢ 

The Cuarrman. That is a part of the record in the 2 days’ 
proceedings. 

Mr. Ewers. If it has not been put in, I would like to submit it. 
It was rendered on May 19, 1958. I will be glad to leave a copy with 
you. 

The CuHarrmMan. That is a part of the record at the present time. 

Mr. Rivers. Thank you. 

The CHamrman. Are there further questions? Mr. Zelenko. 

Mr. ZeteNKo. May I ask you this question, sir. Does this system 
of dual rate assist in overcoming or meeting foreign competition in 
some way ¢ 

Mr. Ewers. Only in this respect, sir: In the principal route of 
ao McCormack Lines, we have about 19 foreign competitors. 

Under the Dual rate system we regulate ourselves satisfac torily. If 
we did not have this system of self- regulation and had a rate war, 
with our 19 foreign competitors being completely un-self-regulated, 
we would very soon go broke. 

Mr. Zevtenxo. Therefore, does that not bring about the distinction 
between the dual rate system, which in effect is price fixing in a gen- 
eral way and the Sherman antitrust and all the other monopoly 
statutes that we have which deal only with competition within the 
borders of the United States? Isthata distinction? 

Mr. Ewers. The Maritime Board, sir, drew this distinction which I 
believe to be sound and which has been administered in that fashion 
since the early twenties. 

The contract rate system as between one carrier would not be ap- 
proved because it would deprive the shipper of any selection of means 
of transport: ution but as a means of self-regul: ation where there was 
a conference in which there were 10, 12, 15 or 20 different ship op- 
erators that a shipper could select, Maritime felt that that was no 
undue restriction on competitive opportunity or on selection of 
carriers. 
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Mr. Zecenxo. Of American carriers? 

Mr. Ewers. Any carriers, sir. 

Mr. ZetenKo. May I ask you this, sir. What you say of your 
company and your 19 competitors, would that be substantially true 
of other companies with their competitors on different routes? 

Mr. Ewers. In greater or less degree, sir. In some of our trades 
we have 20, in others 8, in some 10, in some 4. 

Mr. ZectenKo. A rate war involving you and foreign competitors 
and other American companies and their competitors, some of which 
come under Government subsidy, would, in the end, have the Govern- 
ment paying for keeping all of you people in business. Would that 
be so? 

Mr. Ewers. No, sir. It would not operate quite in that manner 
but the moneys which we have reserved for ship replacements would 
very soon be dissipated, sir. 

Mr. ZeLtenKo. The point that I wanted to determine was the dis- 
tinction between the ordinary antitrust and antimonopoly statutes 
that deal with inland problems within our borders and this peculiar 
and particular problem dealing with the shipping industry. There 
is a distinction. 

Mr. Ewenrs. There is a distinction and the antitrust statutes gen- 
erally do not operate with respect to regulated utilities. 

Mr. Zetenxo. I know that what Congressman Rivers was trying 
to get at, which is the point of my question, is that we do not want to 
be in a position of guaranteeing monopoly or price fixing as such. 
We are not doing that, are we, in your opinion ? 

Mr. Ewers. Certainly we do not think so, sir, when we have 19 
competitors all hungry for the same traffic. 

Mr. Zetenko. I am thinking of it from the consumer’s standpoint. 

Mr. Ewers. From the consumer’s standpoint, he has the selection 
of 1 of 19 different operators in the South American trade alone. 

Mr. ZeLtenKo. Does this operate to his detriment ? 

Mr. Ewers. No, sir. The strongest supporters for stabilized rates 
are the shippers themselves, as you have heard the testimony here. 

I might give you a homely example that impressel me when I first 
started to practice law. In the lumber business on the Pacific coast, 
your lumber cost was $10 a thousand and your transportation cost was 
$10 a thousand. The tramp comes in and takes the lumber for $5 
a thousand. The lumber dealers who had stockpiled lumber auto- 
matically suffered an inventory loss of $5 a thousand and they were 
most vociferous in support of stabilized rates, as you gentlemen have 
seen here today for that and similar reasons. 

Mr. ZetENKo. Who is the consumer in the situation ? 

Mr. Ewers. The shipping public would be as near to the consumer 
category here and they have, as I say, almost uniformly been in 
support of this and similar types of rate stabilization. 

Mr. ZetenKoO. I have no further questions. 

The CuarmmMan. Mr. Pelly. 

Mr. Petry. I have just one question. 

Could I ask counsel for the company, would you comment further 
regarding the question which Mr. Zelenko gave you as to the absence 
of any competition? Is it not true that a shipper can avoid using 
conference groups and use independents and therefore it it necessary 
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for the conference group to keep their rates down on a competitive 
basis ¢ 

Mr. Ewers. Yes, sir; that is true and that frequently happens that 
a nonconference tramp will see an opportunity to pick up a full cargo 
of some desirable cargo and, when that happens and if the cargo it not 
controlled by the contract rate system, all that the conference can do 
to meet it is to open the rate so that the conference and nonconference 
members may bid alike for the particular traffic that that is offering. 

The ill effect of that is that it is very sporadic. There may not be 
another tramp in there for a year who would be interested in that and 
the lines that are serving the trade the year round are the ones that 
have to suffer and the shippe rs have a rate instability which makes 
their marketing problems quite serious. 

If I may, I ‘should like to supplement my remarks about the anti- 
trust aspects. 

I am reminded that it is not considered feasible to apply the Ameri- 
can antitrust statutes in all cases to international transportation, be- 
cause many nations are invariably involved within the problem and 
our attempt to regulate other than by ourselves would immediately 
run afoul of the jurisdiction that foreign countries feel that they have 
over the transportation between the two countries. 

The Cuatrman. Mr. Ewers, what you are discussing here is event- 
ually going to have to be discussed when the committee goes into this 
program duri ing the period provided in this resolution. 

Mr. Ewers. That is correct. 

The Cuarrman. All that is going to have to be gone into. What 
I want here is, will you address yourself shortly to this resolution and 
the benefits or deterrents that may follow ? 

Mr. Ewers. Speaking as a lawyer, sir, what I assumed we were do- 
ing here today is m: aking out a prima facie case as to the wisdom of 
the dual rate system. We will have hearings on the full merits of 
it within the interim period provided for in the resolution. 

The CuatrMan. Yes, but the point is this resolution. 

Mr. Ewers. I think we have certainly made a prima facie case that 
it is necessary and desirable not to permit the contract dual rate system 
to disintegrate while the study is being conducted. 

The CuatrmMan. Would you address yourself to what may happen 
should this resolution not become law ? 

Mr. Ewers. Should this resolution not become law, it is entirely 
possible and probable that rates in all conferences would be declared 
open, which would mean a rate war. 

The Cuatrman. Would not having this resolution bring further 
litigation ? 

Mr. Ewerrs. There is a certain fuzzy zone in the Supreme Court’s 
decision which may or may not be argued does apply to conferences 
in general as distinguished from the particular conference that was 
under consideration in that particular case. It has at least raised 
enough doubt concerning all conferences to require immediate 
legislation. 

The Cuamman. Are there any questions ? 

Mr. Ashley ? 

Mr. Asutey. I have no questions. 

The CuatrMan. Mr. Glenn. 

Mr. Guienn. Ihave no qustions. 
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Mr. Ewers. In connection with this antitrust situation, may I call 
attention to the statement made at page 20 of the decision which I 
think very clearly reviews just what the antitrust picture is in inter- 
national trade. It commences at the bottom of page 20. 

The Cuarrman. Mr. Allen. 

Mr. Auten. Mr. Chairman, I would like to get back to this operat- 
ing subsidy and the profit situation. 

If you had a rate war, would it be possible that Moore-McCormack 
would fail to earn any profit ? 

Mr. Ewers. Yes, sir. 

Mr. Auten. If Moore-McCormack failed to earn a profit, would the 
operating differential subsidy be affected by the rate war? 

Mr. Moors. May I comment ? 

Mr. Ewers. I think Mr. Moore is more capable to answer that. 

Mr. Moore. If we did unfortunately get into a rate war there is 
no doubt in my mind but that we would lose money. Under the act 
as I understand it, certain amount of our profit is put into a reverse 
recapture so that during the first 10-year period or at least with 
Moore-McCormack the Federal Government took back all the subsidy 
that the company was paid. That, of course if we lose money, would 
be out the window. 

Mr. ALLEN. I am just getting to the 1957 column. It does not seem 
to me that you would operate fewer trips because of a rate war and if 
the trips were the same the subsidy would be the same. 

Mr. Moore. That is correct. 

Mr. Auten. If you had a rate war, there would not be any recapture 
and the Government would lose $700,000 of that year’s recapture. 

Mr. Donovan. Mr. Allen, it just so happens that that $700,000 there, 
just for the record, is what Mr. Moore referred to as reverse capure 
going the other way, but your statement is correct. 

Mr. Auten. I am just getting to the 1957 column. The Government 
would lose the $4,750,000. 

Mr. Donovan. That is correct. 

Mr. Auten. So that in a rate war not only does the company lose 
and the shipping public become faced with unstable service and un- 
stable rates, but the Government itself would lose something like $6 
million or $7 million of Moore-McCormack’s money. 

Mr. Donovan. Of Moore-McCormack’s contribution to the Govern- 
ment through those two sources. 

Mr. Auxen. Still, the Government would pay the same subsidy. 

Mr. Donovan. That is exactly correct. 

Mr. Rivers. Would the gentleman yield, Mr. Chairman ? 

Mr. Aten. Yes, sir. 

Mr. Rrvers. It would also follow that there would be liquidated a 
lot of companies who are now rendering a service. They would be out 
of business during the long duration of time when the rate war was 
in existence. 

Mr. Moore. That is right. I think that probably other companies 
that are agents for foreign companies and contribute to the United 
States through taxes would be lost. The United States Government 
would lose that, certainly. 

Mr. Auten. Do these companies owe the Government any money 
on mortgages ? 

Mr. Moore. You mean Moore-McCormack ? 
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Mr. Auten. All of these subsidized lines. 

Mr. Donovan. Many of them do; yes, sir. 

Mr. Auten. Up to 75 percent of the value of the ships. 

Mr. Donovan. As originally costed, yes. 

Mr. Auten. It would be pretty hard for the Government to collect 
that, would it? 

Mr. Donovan. It could be indeed. 

Mr. ZeLtENKO. Would the gentleman yield ? 

Mr. ALLEN. Yes. 

Mr. Zeven«o. I think Mr. Allen’s point is somewhat along the line 
that I suggested before. Just to sum up, if this dual-rate system dis- 
integrates, the Government will stand to lose money. 

Mr. Moore. That is correct. 

Mr. ZetenkKO. Is that right? 

Mr. Moore. Yes, sir. 

The Cuarrman. Thank you very much, gentlemen. 

Mr. Moore. Thank you, Mr. Chairman. 

Mr. Ewers. Mr. Chairman, may I have a half minute for a tie-in 
statement by Mr. Purdon ? 

The Cuatrman. I was going to call Mr. Purdon. 


STATEMENT OF ALEXANDER PURDON, EXECUTIVE DIRECTOR, 
COMMITTEE OF AMERICAN STEAMSHIP LINES 


Mr. Purpvon. Mr. Chairman and gentlemen, my name is Alexander 
Purdon, executive director of the C lommittee of American Steamship 
Lines. 

I have been asked by our executive committee to say that the pre- 
pared statement given by Mr. Moore is in accord with the views of 
all the subsidized lines who are members of our committee, that we 
join in his statement and in his endorsement of the early passage of 
legislation before this committee. 

‘J would like to add that in the last month I have had the opportunity 
of visiting a number of foreign countries. I was abroad when the 
news of the Supreme Court decision was made public and I found 
among our representatives in foreign countries a sense of alarm because 
they fee] that in the present international freight situation, all of the 
elements of a rate war are immediately present and unless some correc- 
tive action is taken they feel that we will have at disastrous situation. 

I would like to read to you, sir, two paragraphs from a letter which 
our committee addressed to the Federal Maritime Board, and ask that 
the full letter be made a part of the record. 

While further litigation might possibly clarify the Supreme Court’s ruling, 
the time required so to do and the uncertainty that would prevail in the interim 
would seriously impede and possibly frustrate the accomplishment of the pro- 
visions of the Merchant Marine Act of 1936. * * * 

A conference system without sanctions is almost worthless. The only effective 
sanction heretofore considered lawful under the Shipping Act of 1916 is the dual 
rate contract system. During any period in which the lawfulness of that system 
is further litigated through the courts, under circumstances claimed to be dis- 
tinguishable from those in the Isbrandtsen case, the contracts would be unenforci- 
able against the shipper signatories. In our judgment, unless remedial legisla- 
tion is enacted promptly the conference system will be ineffective and powerless 
to stabilize rates. We believe that if the dual rate contract system as it has de- 
veloped is required to be suspended for any considerable length of time, it 
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would literally take years to redevolp it to the point where it would have a 
stabilizing effect upon the industry. 


Our committee heartily endorses the legislation and urges its prompt 
enactment. 

May I have this put in the record ¢ 

The Cuarrman. Are there any questions of Mr. Purdon ? 

The letter will be inserted in the record at this point. 

(The letter referred to follows :) 


COMMITTEE OF AMERICAN STEAMSHIP LINES, 
Washington, D. C., June 2, 1958. 
Hon, CLARENCE G. Morse, 
Chairman, Federal Maritime Board, 
Washington, D. OC. 

Dear Mr. Morse: The executive committee of the Committee of American 
Steamship Lines has instructed me to emphasize to you the concern of our mem- 
ber companies over the situation created by the split decision of the Supreme 
Court of the United States on May 19, 1958, in the so-called Isbrandtsen case 
whereby the legality of the so-called dual-rate conference rate was brought into 
question, and to urge that you recommend immediately to the Congress the neces- 
sary legislation to confirm the views of your Board as to legality of the dual-rate 
system. 

While further litigation might possibly clarify the Supreme Court’s ruling, 
the time required so to do and the uncertainty that would prevail in the interim 
would seriously impede and possibly frustrate the accomplishment of the pro- 
visions of the Merchant Marine Act of 1936. 

The necessity for the regulation of public utilities, including carriers, has 
become entrenched in our national system and the supervised self-regulation 
provided by the conference system is as close as we can come in the international 
trade to obtaining that stability which is desirable to governments, shippers, ship 
operators and labor. 

A conference system without sanctions is almost worthless. The only effective 
sanction heretofore considered lawful under the Shipping Act of 1916 is the 
dual-rate contract system. During any period in which the lawfulness of that 
system is further litigated through the courts, under circumstances claimed to be 
distinguishable from those in the Isbrandtsen case, the contracts would be unen- 
forcible against the shipper signatories. In our judgment, unless remedial legis- 
lation is enacted promptly the conference system will be ineffective and power- 
less to stabilize rates. We believe that if the dual-rate contract system as it 
has developed is required to the suspended for any considerable length of 
time, it would literally take years to redevelop it to the point where it would have 
a stabilizing effect upon the industry. 

Under section 212 (f) of the Merchant Marine Act of 1936, the Board is 
authorized and directed from time to time to make recommendations to Con- 
gress for legislation deemed necessary to effectuate the purpose and policy of 
that act. We knew of no area more critically requiring prompt recomemnda- 
tion by the Board to Congress. 

Under the current operating-differential subsidy contract and the provisions 
under title XI of the act, new construction and its financing require the Board to 
make findings of economic feasibility. This Board has stated, and the subsidized 
lines agree, that rate stability in the foreign trades requires a contract rate sys- 
tem or its equivalent. The industry knows, as does the Board, that rate stability 
is essential not only to our foreign trade but also to a healthy steamship industry. 
We must. as forcefully as we can, direct your attention to the problems and diffi- 
eulties with which the Board will be confronted in seeking to make determina- 
tions of economic feasibility of new construction, without having assurance of 
rate stability in the trades in which the vessels are to be operated. 

We have just learned of Senator Magnuson’s introducing S. 3916. In addition, 
we understand that Representative Bonner will introduce similar legislation in 
the House today, and that he has already scheduled hearings to being thereon 
on Tuesday, June 3. We are informed that you, as well as CASL, will be invited 
to testify. In view of these developments, may we respectfully urge you to make 
known to the committee during your appearance the contents of this communica- 
tion. 

Very truly yours, 
Soton B. Truman, Chairman. 
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The Cuairman. There are four gentlemen who merely desire to file 
statements. : 
Mr. Carpenter, State Marine Lines. 


STATEMENT OF JOHN TILNEY CARPENTER, STATE MARINE AND 
ISTHMIAN LINES 


Mr. Carpenter. Sir, I have no statement to file. I want to tell you 
that our ambitious program of hundreds of millions of dollars of re- 
placements of ships of the State Marine and Isthmian Lines that I 
represent is jeopardized. 

I cannot go to banks or insurance companies to ask them to lend us 
the money even with the construction differential subsidy if we can- 
not tell them that we are going to stay in business and make money 
and make profits and be able to pay our debts. 

I have been in this matter for 30 years and I appeal to you with all 
the fervor at my command. 

I was the lawyer for United States Navigation against Cunard. I 
lost my case in the United States Supreme Court 30 years ago and I 
thought that the conference dual-rate system was once and for all 
settled legally under the police powers of the Federal Maritime Board. 
They have been exercising that power. 

I do not have a prepared statement. I want to talk. 

The CrarrMan, I just want to ask you one question then. 

I presume that you testify in favor of the immediate passage of this 
resolution ¢ 

Mr. Carpenter. Very much so. 

The Cuarrman. Mr. Hamm of the Alcoa Steamship Co. 


STATEMENT OF WILLIAM HAMM, ALCOA STEAMSHIP CO. 


Mr. Hamm. I will be willing, in the interest of conserving time, to 
waive my appearance and submit a statement. 

The CHarrMan. Does your statement support this resolution, H. R. 
12751? 

Mr. Hamm. Yes, sir; it does, sir. 

The CHarrmMan. Do you ask for its immediate consideration by the 
Congress ¢ 

Mr. Hamm. Westrongly urge it. 

The Cuarrman. For what purpose? 

Mr. Hamm. For the purpose of preserving stability in the trades 
and for the purpose of helping us plan ahead in the future construc- 
tion of our ships to replace our old ships presently in use. 

(The statement is as follows:) 


STATEMENT OF WILLIAM L. HAMM, SPECIAL REPRESENTATIVE AND ATTORNEY, 
ALCOA STEAMSHIP Co., INC., IN Support oF H. R. 12751; H. R. 12758; anp 
H. R. 12748 


My name is William L. Hamm. I am special representative and attorney for 
Alcoa Steamship Co., Inc., with headquarters in the city of New York at 17 
Battery Place. I appear before this committee in strong support of the legisla- 
tion under consideration. 

Alcoa Steamship Co., Inc., owns 16 American-flag vessels. Six of these ships 
are engaged in the Puerto Rican-Virgin Islands trade from United States Atlantic 
and Gulf ports. Three of them are cargo-passenger vessels regularly employed 
in common carrier service between Mobile, New Orleans, and foreign ports in the 
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Caribbean area. The remaining seven are at times employed either in the Puerto 
Rican-Virgin Islands trade or in the trade to foreign Caribbean and north coast 
of South American ports from United States Atlantic and Gulf ports and at other 
times are chartered out to various American-flag steamship companies. Alcoa 
does not operate under subsidy. Alcoa also operates foreign-flag vessels from 
time to time in its various common Carrier services. 

In all of the common carrier foreign services we maintain, freight rates have 
been declining primarily because of nonconference liner and tramp competi- 
tion. There are now as many as six nonconference berth services in operation 
on routes where our vessels are employed. In addition, there is occasional tramp 
service when sizable cargo offerings are available. There is also the usual 
continuing rate pressure generated from competitive origins such as Canada and 

furope, as a result of which our conferences customarily reduce their rates in 
order to keep United States commerce on a competitive basis. 

Most of this berth service nonconference competition has been on two of our 
major trade routes where the conferences have dual-rate systems in use. While 
dual rates have neither prevented nor eliminated competition, they have strongly 
tended to immunize these conferences against the debilitating effects of the cut- 
rate competition virus. 

It was the intent of the Shipping Act of 1916 to legitimatize, under proper 
safeguards, the self-regulation of the shipping industry. The device chosen to 
effectuate this intent was the conference. It is apparent that to the degree con- 
ferences are weakened, the intent of the act is frustrated. It is even more 
apparent that the elimination of the dual-rate system will weaken conferences 
by removing the only workable, effective tie to shippers. The result can only 
be increased instability. 

Alcoa has under serious consideration a substantial American-flag vessel- 
replacement program. The imminent prospect of increased rate instability, when 
added to an already difficult rate situation, may well result in delay in effec- 
tuating this replacement program. 

We strongly urge the committee to enact legislation in the form of H. R. 12751, 
H. R. 12758, and H. R. 12748. 


The Cuatrman. Thank you, sir. 
Mr. Slater, American Export Lines. 


STATEMENT OF FELIX W. ISHERWOOD, ASSISTANT VICE 
PRESIDENT, AMERICAN EXPORT LINES, INC. 


Mr. IsHerwoop. Mr. Slater is unfortunately not here but the Amer- 
ican Export Lines heartily endorses the passage of this bill. 

The Cuarrman. This resolution H. R. 12751? 

Mr. Isuerwoop. That is correct, sir. 

The Cuarrman. For the purposes heretofore stated ? 

Mr. Isuerwoop. That is correct. 

The Cuamman. The statement may be filed for the record. 

(The statement referred to follows :) 


STATEMENT OF FRANK G. SLATER, VICE PRESIDENT OF AMERICAN Export LINES, INc. 


I am appearing before this committee in support of proposed legislation which 
would legalize, at least for a temporary period, any dual rate system now in use 
by members of a steamship conference organized under an agreement approved 
under section 15 of the Shipping Act by the Federal Maritime Board. ; 

My appearance here is on short notice, so my statement will be brief. I am, 
however, in complete agreement with the urgency of the present situation. It 
is most important that action on this subject be taken promptly. 

American Export Lines is an American-owned shipping company. We operate 
under an operating differential subsidy agreement with the Government a nd are 
subject to all the restrictions as well as the benefits of such agreement. We and 
our predecessors have been operating an American steamship line since 1919. 

We now own and operate under the American flag, a total of 30 ships. These 
include the 2 large passenger liners, the steamship Independence and the steam- 
ship Constitution, which operate to ports in the western Mediterranean; 4 com- 
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bination passenger and cargo ships, known as the 4 Aces, and 24 freighters. We 
operate throughout the Mediterranean area on what has been designated essen- 
trial trade route No. 10. We also operate through the Suez Canal, the Red Sea, 
and Gulf of Aden to India, Pakistan, Ceylon, and Burma, on a route designated 
as essential trade route No. 18. We are right now in the midst of a program 
to replace our freighters with more modern and faster ships. 

American Export is now a member of the following conferences which use the 
dual rate system: North Atlantic-Mediterranean; India, Pakistan, Ceylon, and 
Burma; Calcutta-United States; and west coast of Italy and North Atlantic 
range. 

In view of the recent decision of the Supreme Court there is some question 
whether these conferences may continue to employ the dual rate system. In my 
opinion and in the opinion of my company, it would be most unfortunate for the 
company and for the American shipping industry generally if the dual rate 
systems were discontinued. We feel that they have contributed greatly to 
stability in the trades where they have been used and that they are desirable 
from the standpoint of both the shipping companies and the shippers. 

We believe it would be particularly unfortunate if all the dual-rate systems 
were discontinued at the present time. Even as it is, the cargo market is in a 
definitely depressed state as a result, at least in part, of the current recession 
which American industry has been experiencing. 

We are fearful that if the dual-rate system is discontinued this may in many 
areas lead to rate wars between carriers which would disturb the stability of 
fair competition and the regularity of services being rendered by steamship car- 
riers in these areas. This would be a great disservice not only to the shippers 
and receivers of cargo but also to the carriers in the trade. It is our opinion 
that the shipping public is much more interested in continuous stable shipping 
services and stable rates and tariffs at fair and just rates than it is in cut rates 
provided by an itinerant carrier seeking cargo for a particular voyage but not 
primarily interested in stable year-round service to the shipping public at fair 
competitive rates. 

Should such a situtation be permitted to come about at this time, the effect 
upon the American merchant marine might be very damaging and result in the 
loss of a considerable part of the gains it has made under the shipping acts. 

We urge that you take such legislative steps as may be necessary to enable 
the conferences to retain the dual-rate system. While we have no doubt as to 
the desirability of retaining this system on a permanent basis, we believe that 
Congress should authorize the continuation of that system at least until you 
and the rest of Congress have had an opportunity to study more carefully the 
effect of discontinuing this system. 


STATEMENT OF T. R. STETSON, PACIFIC COAST BORAX CO. DIVISION, 
UNITED STATES BORAX & CHEMICAL CORP. 


Mr. Srerson. I am Mr. Stetson. I would like to file a statement 
in support of the resolution. 

The CuarrmMan. You are with the Pacific Borax Co. ? 

Mr. Srerson. Yes, sir. We the largest borax producer and shipper 
in the world. 

The Cnatrman. Do you support this resolution ? 

Mr. Sretson. Yes, sir. I have a prepared statement which I would 
like to file for the record. 

The CuarrmMan. You only appear for the Pacific Coast Borax Co. ? 

Mr. Sretson. That is right. 

The Cuatrman. What is your official capacity ? 

Mr. Srerson. I am manager of the export sales division of the 
Pacific Coast Borax Co. division of the United States Borax & Chem- 
ical Corp. 

We support the need for regular and frequent service. 

The CuarrmMan. Your statement will be filed at this point in the 
record. 
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(The statement referred to follows:) 


STATEMENT OF T. R. STETSON, ON BEHALF Of PAcrFic Coast Borax Co., DIvisriow 
OF UNITED STATES Borax & CHEMICAL CoRP. 


My name is T. R. Stetson. I am appearing before your committee on behalf 
of Pacific Coast Borax Co. division of United States Borax & Chemical Corp., 
of which I am the manager of the export sales department. The United States 
Borax & Chemical Corp. owns and operates at Boron, Calif., the world’s largest 
known deposit of borate. It is the largest producer and exporter of borax 
and borate products; accounting for about 70 percent of the total United States 
production of which approximately 45 percent is exported from the United 
States. Shipments to worldwide destinations run to tens of thousands of tons 
per annum. Irrespective of commodity, it is one of the largest shippers from 
the Pacific coast. It depends on the carrier members of various conferences 
operating from the Pacific coast to different parts of the world to carry its 
tonnage, pratically all of which moves through the Los Angeles-Long Beach 
Harbors. 

Our commodities are raw materials used by buyers throughout the world in 
a multitude of processes and finished products. They have to plan their 
usage and requirements months ahead in order to maintain an adequate flow 
of supplies. Some of them make forward sales contracts on their products. 
It is of supreme importance to them that we be in a position to give them 
some assurance that the landed cost of materials will remain constant for a 
reasonable period of time at the lowest level of rates consistent with service. 
To do this, it is necessary to have stability of rates. Conference contract dual 
rate systems have provided this reasonable forward assurance of rate stability. 
Furthermore, they insure us of regular and frequent sailings, enabling orderly 
scheduling of production and shipment of orders at the times required by 
buyers. It is only in this way that we can give buyers the service that is 
necessary for orderly planning, production, and merchandising. 

While the conference contract systems do allow rates to be increased gen- 
erally on 2 months’ notice, the effect in actual practice is that we can plan 
forward for a much longer period than this. History has shown that without 
some such system, chaotic rate wars have resulted and have led to conditions 
under which buyers would hardly know from one day to the next what their 
supplies would cost them. Obviously, under such conditions, they would be 
loath to buy very far ahead, which would make our mining, production, selling, 
and planning extremely difficult, leading probably to peaks and valleys; and 
would also cause them to look to alternate sources of supply and possibly 
competitive materials from other countries. 

The recent decision of the Supreme Court in the Japan-Atlantic case places the 
present conference contract dual-rate systems and the stability we and our buy- 
ers have enjoyed in serious jeopardy, and we feel that it is essential that there 
be temporary legislation to maintain the status quo while Congress through your 
committee makes a further and more complete investigation aimed at long range 
legislation. This subject was explored fully by the Alexander committee some 
40 years ago as a forerunner to the Shipping Act of 1916. The record there is 
replete with examples of chaotic conditions when there was unrestrained car- 
rier competition. It also uncovered and specifically condemned numerous abuses 
by carriers and conferences. The contract system existing in the intervening 
period has provided necessary stability under which the foreign trade of the 
United States has thrived; but in view of recent litigation and possibly changed 
conditions, we feel that the public interest would be well served by another full- 
scale review. 

We consider prompt action to be essential and that the bill, designated H. R. 
12751, submitted by the honorable chairman, in principle accomplishes the im- 
mediate stopgap objective. We do think, however, that the bill should be 
amended by revising the definition of “dual rate contract arrangement” by in- 
serting after the word “practice” the clause “approved by the regulatory body 
administering this act.” We deem this appropriate in order to confine the stop- 
gap approval to dual rate contract arrangements that have undergone the sur- 
veillance and met with the approval of the Federal Maritime Board. 

In essence, therefore, we consider this bill appropriate and necessary. We 
fully support the principle behind it. Speed is of the essence and we strongly 
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urge your honorable committee to report favorably to Congress and urge enact- 
ment at this session. 

In conclusion, I wish to thank the chairman and members of your committee 
for the quick work in considering such legislation, and for the opportunity of 
appearing before you and stating our position. 


WASHINGTON, D. C., June 5, 1958. 
Hon. HERBERT BONNER, 
Chairman, House Merchant Marine Committee, 
Old House Office Building, Washington, D. C.: 


In the interest of conserving the committee’s time I filed this morning for 
the record my statement on H. R. 12751, without taking time to read it. This 
statement supports interim legislation as outlined therein. The following would 
have been read into the record had time permitted, and since I cannot be in 
Washington Friday I would like to have this considered in the record as a sup- 
plement to my statement. 

I understand there has been some question as to whether shippers were fear- 
ful of retaliation if they took action against carriers or conferences when some 
individual circumstance warranted. I would like to say that some years ago 
we were the prime movers in a complaint before the Federal Maritime Board 
against all conferences on the Pacific Coast, in connection with handling charges, 
and that we have suffered no reprisals either spacewise or ratewise. In fact, 
I have just now been informed that one of the conferences today took favorable 
action on our request for a rate reduction necessary to meet present conditions 
of the trade. I will be glad to appear again when further hearings are called 
to study long-range legislation. 

T. R. STETSON, 
Manager, Export Sales Dept. Pacific Coast, 
Boraz Co., Division U. 8. Borax & Chemical Corp. 


The Cuairman. Mr. Staley of the Quaker Oats Co. 
(Statement follows :) 
THE QUAKER OaTs Co., 
Chicago, Ill., June 6, 1958. 
Hon. H. C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D. OC. 


Dear Mr. BonneER: I have followed with much interest developments since 
the recent decision of the Supreme Court in the matter of dual ocean rates. The 
matter is of great interest to this company and it is a subject of regret that I 
could not personally appear in support of H. R. 12751, which is an attempt to 
deal with the problem at least on a temporary basis. 

Our company is not the largest exporter in terms of tonnage or dollars, but 
there are very few companies in this country which have a greater number of 
individual shipments to a greater number of international destinations, particu- 
larly to Latin America and the Far East. 

We have operations in and exportations from many States; we are presently 
constructing a mill in your great State of North Carolina. 

We are believers in competition, but we believe in orderly competition and in 
orderly ratemaking procedures. 

We have gone all through this business of competitive and orderly rate pro- 
cedures in the making of freight rates by rail, by highway, and by international 
water service. It would be most unfortunate and hurtful not only to this com- 
pany but surely to industry in general if the established orderly procedures are 
summarily dismissed. 

The purpose of this letter is to register with you, and I hope it may be a matter 
of record, the interest of this company in fair and businesslike procedures in the 
matter of ocean rates. 

I would like the record to show the firm support of this company in the interest 
of sound, progressive, orderly and yet, with due recognition to competition, prac- 
tical ratemaking procedures. 

We are currently studying the possible location of a new operation at which 
export freight would originate in Washington, and I am taking the liberty of 
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sending a copy of this letter to the Honorable Mr. Magnuson and appealing to 
him for thoughtful consideration of this bill when it comes before the Senate. 

I hope you will not take it remiss if a copy of this letter also reaches the 
Honorable Messrs. Dirksen and Douglas of Illinois, as well as my own good 
friend, Congressman Sidney R. Yates of the 9th District of Illinois. 

If it would help the good cause, I would be happy to have our local managers 
and executive representatives at our plants, scattered around the country, pro- 
ducing freight for export, address their respective Senators and Representatives, 
pleading for their support. 

Your constructive interest in this subject is appreciated by the shipping public. 

Sincerely, 


Mr. Stein of Stein, Hall & Co. 


STATEMENT OF ROBERT M. STEIN, VICE PRESIDENT, STEIN, HALL 
& CO., INC., NEW YORK, N. Y. 


J. R. Srarey, Vice President. 


Mr. Stern. We are mostly importers. I have a prepared statement 
that I will be glad to submit in favor of this pending legislation. 

The CHarrmMan. You favor this resolution H. R. 127514 

Mr. Stern. Very definitely. 

The CuarrmMan. Do you endorse the statements that have been here- 
tofore made with respect to the necessity of this resolution ? 

Mr. Srern. Yes, sir. I think it is very important from a stopgap 
point of view to have this legislation until the whole thing can be 
studied further. 

My name is Robert M. Stein and I am vice president of Stein, Hall 
& Co., Inc., New York City, importers and exporters of wpward of 50 
years. We handle, in the main, imported raw materials and semi- 
processed products such as burlap, tea, coffee, fibers, tapioca, flour, et 
cetera. 

I am appearing here in support of H. R. 12751, the bill introduced 
by Representative Bonner to amend section 14 of the Shipping Act of 
1916 to clarify and affirm the legality of the dual rate contract arrange- 
ments now in effect, until June 30, 1960. 

As merchants, regularly and adequacy of ocean freight services are 
of prime importance to us, coupled with stability and uniformity of 
ocean freight rates. Our sales of imported materials in this country 
and our exports to foreign markets would be seriously curtailed if the 
foregoing conditions w ith respect to ocean transportation do not exist. 
We believe that the vast majority of foreign traders would agree with 
us that this position cannot be maintained without congressional 
sanction of the dual rate contract arrangement as is proposed by H. R. 
12751. We ourselves have been signatories to many conference con- 
tracts because they gave us the assurance of adequate service at stable 
rates. 

We, therefore, urge the passage of the bill as a temporary measure 
in the hope that by the expiration date of June 30, 1960, a permanent 
law on the subject can be drafted. 

The CHarrman. Mr. James, are you present ? 

Mr. James (Leonard James, representing various west coast con- 
ferences). Yes, sir. 

The CuarrmMan. Do you desire to file a statement this morning or 
would you rather be heard tomorrow ? 
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Mr. James. I do not have a prepared statement. I would appreciate 
a few minutes. 

The CHatrrMAn. You may be heard tomorrow, then. 

Mr. James. Thank you. 

Mr. Trices (Mathew L. Triggs, American Farm Bureau Federa- 
tion). I feel very much in the minority but I would like to make a 
statement. 

The Cuatrman. Mr. Triggs, the bells have rung, as you understand. 
I will hear you tomorrow. 

The committee will stand adjourned until tomorrow morning at 10 
o'clock. Then we will get through with the subject. 

(Whereupon, at 11:05 a. m., the hearing was adjourned until 10 
a.m., Friday, June 6, 1958.) 














TO AMEND THE SHIPPING ACT, 1916 


FRIDAY, JUNE 6, 1958 


Houses or REPRESENTATIVES, 
COMMITTEE ON MERCHANT MARINE AND FISHERIES, 


Washington, D. C. 


The committee met at 10 a. m., pursuant to recess, in room 219, Old 
House Office Building, Hon. Herbert C. Bonner (chairman) presiding. 

The Cuarrman. The committee will come to order. 

We will place in the record at this point telegrams received in sup- 
port of this resolution from Berry & McCarthy Shipping Co., San 
Francisco, Calif.; De Sola Bros., Inc., New York; D. D. Tipton, vice 
president, Traffic, Chromium Mining & Smelting Corp., Riverdale, 
Ill.; J. B. Lowe, general traffic manager, Combustion Engineering, 
Inc., New York, N. Y.; and Ocean Traffic Committee, National Asso- 
ciation of Waste Material Dealers, Inc., New York, N. Y. 

(The telegrams referred to follow :) 


NEw York, N. Y., June 5, 1958. 
Hon. Hersert C, BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D. C.: 

We vigorously support interim legislation introduced House and Senate to 
maintain status quo dual rate systems until June 30, 1960. Maintenance of 
erection or assembly schedule of our industrial boilers depended upon frequency 
of steamer sailings under uniform basis of charges. 

J.B. Lowe, 
General Trafic Manager, Combustion Engineering, Inc. 


NEw YorK, N. Y., June 5, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C.: 
We heartily support interim legislation introduced to maintain status quo 
dual rates systems until June 30, 1960. 
OCEAN TRAFFIC COMMITTEE, 
National Association of Waste Material Dealers, Inc. 


San Francisco, Carir., June 5, 1958. 
Hon. Hersert C, BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D. C.: 

We strongly support legislation to legalize the dual-rate system and urge 
enactment as proposed in H. R. 12748, 12751, and 12758. As ocean freight brok- 
ers and forwarders during the past 40 years we believe the dual-rate system of 
the several Pacific coast conferences has proven to be beneficial to large and 
small shippers and permits stability in rates and steamer services. 


Berry & McCartuy Surppine Co. 
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New York, N. Y., June 5, 1958. 
Congressman HERBERT C. BONNER, 
Chairman of the House Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C.: 


Understand your committee conducting hearings on legislation regarding ocean 
freight dual rates therefore we wish express our opinion stabilized rates essen- 
tial for orderly export procedure. During our 87-year-old history as exporters, 
have found conference dual rate more efficient than varying market rates pro- 
vided carriers. Basic rates fair and fairly administered . 

De Sora Bros. INc. 


RIVERDALE, ILL., June 5, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Standing Merchant Marine and Fisheries Committee, 
Old House Office Building, Washington, D. C.: 


Respectfully ask that you do all possible in your committee to extend legisla- 
tion enabling dual-rate system until year 1960, thus permitting full investigation 
during interim. Believe facts will reveal no hardship involved to either car- 
riers or shippers and present system fair and equitable to all. 

Yours very truly, 
D. D. Trpron, 
Vice President, Traffic, Chromium Mining & Smelting Corp. 


The Cuarrman. At this point in the record we also have a state- 
ment by Mr. Sam Nickey, Jr., of Nickey Bros., Inc. 
(The statement referred to follows:) 


STATEMENT OF SAM NICKEY, JR., NICKEY BRos., INC., IN SUPPORT OF 
mm. BR. I2¢0i 


My name is Sam Nickey, Jr., of Nickey Bros, Inc., Memphis, Tenn. We are 
manufacturers of hardwood products such as lumber, plywood, and flooring. We 
import over half of our raw material from Africa and South America, but prin- 
cipally from the Far East. We have both a domestic market and an export 
market for our products, exporting to the Continent, Mediterranean, and South 
Africa. 

I am in strong favor of the bill before this committee to temporarily legalize 
the dual-rate system because this system provides stability in rates which is 
essential to my business. Transportation costs are from 30 to over 50 percent of 
the cost of our raw material. Ours is an intensely competitive business and 
violent fluctuation in freight rates which would naturally result from the elimi- 
nation of the dual-rate system would make orderly marketing impossible. 

I have had the privilege of listening through a major portion of the hearings 
on this bill and have heard references by members of the committee to the 
absence of shipper witnesses that would oppose the bill. The statement was 
made that no shippers can publicly oppose the bill for fear of retribution or 
reprisals by conference members. I wish emphatically to dispute this, as in my 
ease I have even filed a formal complaint with the Federal Maritime Board 
regarding the measure of a rate and have had no retaliation or threat of re- 
taliation from any conference member. I am not as large as many that have 
appeared before this committee; nevertheless, my company imports approxi- 
mately 30 percent of all Philippine mahogany logs moving in the trade between 
the Philippines and United States ports. 

Again I wish to urge the favorable consideration of this bill by the committee. 


The Cuatrman. Mr. Matthew L. Triggs, of the American Farm 
Bureau Federation. 
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STATEMENT OF MATTHEW L. TRIGGS, ASSISTANT LEGISLATIVE 
DIRECTOR, AMERICAN FARM BUREAU FEDERATION 


The Cuarrman. Please give your name and background for the 
record. 

Mr. Triccs. Thank you, Mr. Chairman and members of the com- 
mittee. My name is Matthew L. Triggs and I am assistant legislative 
director of the American Farm Bureau Federation. 

We have submitted a statement which is being distributed. 

The chairman has requested that witnesses avoid dealing with the 
broad issue. 

The Cuarrman. I am going to let you deal a while with whatever 
you want to deal with. 

Mr. Triaes. I appreciate that, Mr. Chairman, but I have rearranged 
my presentation to deal with the narrower issue which you have indi- 

cated as desirable, namely, should the legality of the dual-rate system 
be affirmed temporarily in order to permit the committee to have an 
opportunity to make a thorough study of this matter at a later date # 

Since our statement deals in large part with the broad issue, with 
your approval, I would like to file our statement for the record and 
address a few comments to the narrower issue, the temporary exten- 
sion of the legality of the dual-rate system. 

First, I think that I have to answer a question that I am sure is in 
your minds. Why is an agricultural organization interested in this 
issue? Last year the output of 60 million acres of land, 1 out of 5, was 
supported. 

armers do not ordinarily ship themselves but they have an interest 
in ocean freight transportation because all costs between the farmer 
and the ultimate consumer are shared by the farmer and the ultimate 
consumer. We are, therefore, interested in keeping ocean freight rate 
at the lowest economical level and believe that an element of competi- 
tion in the ocean shipping business is a healthy factor in avoiding 
abuse of ratemaking authority by ocean conferences. 

A more specific answer as to why I am here today is that the voting 
delegates of our member State farm bureaus have established a policy 
that “the authority of shipping conferences to establish discrimina- 
tory ocean freight rates should be terminated.” 

This policy is founded upon a more basic principle that free, 
vigorous competition is a fundamentally sound and desirable concept 
and that we should avoid restrictive controls and practices that we 
conceive to be a part of the Old World economic philosophy. 

The CratrmMan. Are you reading from that statement ? 

Mr. Trices. No, sir; although there are certain sentences that are 
somewhat similar. 

The Cuarrman. We will place the statement in the record at this 
point. 
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(The statement referred to follows :) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION RE DUAL RATE AGREE- 
MENTS OF OCEAN SHIPPING CONFERENCES, SUBMITTED BY MaTT TrRIGGs, ASSIST- 
ANT LEGISLATIVE DIRECTOR 


The opportunity is appreciated of presenting the views of the American Farm 
Bureau Federation with respect to the problem created by Supreme Court in- 
validation of dual-rate provisions of contracts offered to shippers by ocean trans- 
portation conferences. 

Farmers have a major interest in ocean transportation. In 1957 the output of 
60 million acres (1 out of every 5 acres of cropland) was exported. Adequate 
shipping service at the lowest economic rates is an important factor in main- 
taining exports of farm products at the highest feasible level, meeting competi- 
tion of exporters of other countries, and to return the maximum feasible per- 
centage of world market prices to farmers. Although farmers themselves rarely 
engage in export sales, farm people do pay indirectly a substantial part of the 
costs of ocean transportation of farm products. The size of the annual bill paid 
by farmers for ocean freight is of major proportions and warrants their interest 
in the subject of this hearing. 

The policy of the American Farm Bureau Federation on this issue, as ap- 
proved by the voting delegates of the member State farm bureaus, is as follows: 

“The authority of shipping conferences to establish discriminatory ocean 
freight rates should be terminated.” 

The obvious purpose, or at least the obvious effect, of the dual-rate contracts 
entered into by many ocean shipping conferences, is to minimize rate competi- 
tion. To the extent that conferences, by exclusive contracts with shippers, are 
able to freeze out independent companies or force them to join with, and adhere 
to, conference rates and contracts, rate competition will be ended. 

Such action in effect turns over to an international cartel monopoly the power 
to fix ocean transportation rates. 

It is our conviction and one in which we are confident almost all Congressmen 
share, that free vigorous competition is the distinctive feature of the American 
economic system and a major factor which has made the United States the 
tremendous productive factor it represents in world affairs. 

Our national belief in the principle of competition is reflected in antitrust legis- 
lation designed to prevent business concerns from conspiring to fix prices or other- 
wise regulate competition. 

Under this concept American industry has grown strong and vital, capable of 
expanding in any direction to meet the needs of the people and of the Nation. 

A contrary philosophy has prevailed in most other countries. The competitive 
principle is not similarly cherished by business and government. Arrangements 
of a restrictive nature between business concerns in the same or related in- 
dustries, often promoted or participated in, or at least countenanced by govern- 
ment, are common. 

These cartel activities, usually carried out by trade associations, have as their 
major purpose, the fixing of prices and the reduction of competition throughout 
entire industries. 

By reducing the incentive for increased efficiency and curtailing the oppor- 
tunity of individual concerns, cartels have been a significant factor in Europe’s 
lag in productivity. In a number of instances, however, notably German, sub- 
stantial progress has been made in recent years toward removing the shackles 
which cartel agreements have placed upon the capacity of the economy. 

The dual rate system is an intrusion of this old world economic philosophy 
into the international shipping business. It is part and parcel of the guild-cartel 
philosophy that competition is something to be avoided. It promotes discrimina- 
tion among shippers as a vehicle to curtail competition. 

The incompatibility of the dual rate system with our economic philosophy may 
be illustrated by the fact that if a similar practice were followed by the railroads 
in the United States, or by a manufacturer, they would be subject to severe 
penalties imposed by law. 

The Shipping Act of 1916 specifically prohibits rebates to shippers by ocean 
transportation companies. Yet the same result is accomplished by the dual rate 
system. 

We have no doubt that shipping industry representatives will declare that the 
Supreme Court decision outlawing dual rate systems will result in chaos. This 
is the usual reaction of business people faced with the loss of the protective 
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umbrella of cartel restrictions. Every proposal to liberalize the restrictive cartel 
systems of Europe has been met with business opposition and predictions of 
disaster. These prophecies of chaos have not come true. As the German Min- 
ister of Economics, Ludwig Erhard, recently asked a meeting of German business- 
men: “During the past 5 years we have demonstrated what competition and free 
prices can do. Why do you want to go back to regulations and restrictions?” 

We have no doubt that representatives of the shipping industry will say that 
water transportation is different—and will tell you in lengthy detail why com- 
petition won’t work in this industry. This assertion that their industry is differ- 
ent and the usual laws of economics won’t work out the same, is the normal 
reaction of any industry, but the validity of the argument is challenged by the 
fact that the unregulated (95 percent unregulated) United States inland water- 
way transportation industry is not subject to rate regulation and is doing very 
well. 

It will no doubt be argued that American shipping costs are higher and that 
the domestic industry cannot survive in an unregulated market. If this is still 
so, despite the subsidies the industry receives, the preservation of discriminatory 
cartel rate agreements is still not the answer. If the cost to a domestic com- 
pany for shipping an article from A to B is $1 and the cost to a foreign com- 
pany is 75 cents, and the rate is fixed at $1.05 to provide a profit to the domestic 
company, this will operate to attract capital into the lucrative foreign business 
until all concerns are operating at partial capacity—at which level of operations 
the $1.05 rate will not be a profitable rate. The long-run interest of domestic 
lines is not furthered by rate regulation that creates an incentive for com- 
petitors to enlarge their businesses. 

It should also be noted that dual-rate provisions are not an essential part of 
any ocean conference agreement. Many conference agreements do not contain 
dual-rate provisions. Where they exist, the invalidation thereof does not de- 
stroy the conference or its legitimate functions—all that such invalidation does 
is to cause modification of the discriminatory and unlawful dual-rate contracts. 
Nor have all shippers signed such contracts. We submit that any argument 
that the Supreme Court decision will create a chaotic situation is an over- 
statement. 

The Supreme Court found that the intention of the Shipping Act of 1916 was 
to permit regulation of competition among themselves of concerns who wished 
to voluntarily join a conference—but that it was never the intention of the act 
that the conferences would have authority to undertake practices “which have the 
purpose and effect of stifling the competition of independent carriers.” We 
believe this is a correct interpretation of the act and that those who proceeded 
otherwise have had adequate notice over the years that the dual-rate system was 
unlawful. 

Thank you for this opportunity to represent the interest of farmers in this 
issue. 


Mr. Triaes. Part and parcel of the guild-cartel philosophy, so com- 
mon in other countries, is that competition is something to be feared 
and avoided. 

We have heard some of the shipping industry representatives say 
here that the Supreme Court decision outlawing dual-rate systems 
will result in chaos. Certainly that is the expected and normal reaction 
of business people in any line of business faced with the loss of the 
umbrella of cartel protection. It is instructive, I think, to note that 
all proposals to liberalize the restrictive cartel systems of Europe have 
been met with the strongest possible business opposition and predic- 
tions of chaos and disaster. Yet, Germany, the country that has done 
most to eliminate cartel and state restrictions of business and has gone 
furthest toward restoration of a comparatively free price and market 
system, has made the most economic progress of any country in Europe 
since the end of the war. .¥ 

At a recent meeting of German businessmen, the German Minister 
of Economics, Ludwig Erhardt, asked them: “During the past 5 











170 TO AMEND SHIPPING ACT, 1916 


years we have demonstrated what competition and free prices can do. 
Why do you want to go back to regulations and restrictions?” 

The assertion of the shipping industry that chaos will result if 
they do not have authority to use dual-rate systems would seem to 
be challenged by the fact that our inland waterway transportation 
system, only 5 percent of which has regulated rates, which is other- 
wise not subject to internal or external rate regulations, prefers 
it this way, strongly opposes regulatory measures and is doing all 
right. ; 

A few independent ocean operators, the ones that are still around, 
tend to provide competition to conference rates and to prevent the 
abuse of monopoly rate fixing authority. 

If Congress were to put its stamp of authority on the dual-rate 
system for another 2 years, this would probably be long enough to 
significantly weaken this competitive force in the industry. These 
individuals serve a useful economic purpose in keeping conference 
rates in line. 

The immunity from an antitrust action which has been extended to 
ocean shipping conferences is broad. They are permitted to fix rates 
and allocate services among conference members but in our view it 
would be an extraordinary extension of law also to give them authority 
to destroy competitors by exclusive contracts carrying discriminatory 
rate provisions. 

We believe this is harmful and unwise, whether for 1 year or for 
10 years. The incompatibility of this proposal with the American 
economic philosophy is indicated by the fact that any group of manu- 
facturers who instituted such price discrimination would be subject 
to severe penalties. 

The provision in the Shipping Act of 1916 prohibiting rebates was 
for the purpose of preventing predatory action against independent 
carriers, 

In the words of the Supreme Court decision, it was never the in- 
tention of the act to authorize practices which have the purpose and 
effect of stifling the competion of independent carriers. 

I think in this instance the carriers can hardly complain of lack 
of notice or any surprise with respect to what has happened. 

The Justice Department, which is our litigating agency and gen- 
erally the best source of legal opinion, has maintained that dual-rate 
contracts are illegal for at least 10 years. 

The circuit court held unanimously, I believe it was more than 2 
years ago, that such contracts were illegal. 

If legislation to legalize dual-rate contracts is not approved, the 
conferences will continue as they have in the past. They will con- 
tinue to set conference rates. The only difference is that the com- 
petitive ability of independents to keep such conference rates in line 
will be enhanced. It will be a more competitive situation, yes, but 
it will not destroy the conference arrangement. 

We doubt, frankly, that the industry can demonstrate that it can- 
not stand a little competition. 

It would probably be desirable that this committee make a careful 
study of this question in the next Congress. 

In the meantime, it would be most helpful in the consideration of 
the long-run issue to find out by experience whether or not this 
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industry can live and prosper in a somewhat more competitive 
environment. 

Just what, if any, real adverse consequences will flow from the in- 
creased measure of competition that would exist if this legislation 
were not approved? Competition, of course, may be a tough task- 
master and people do not like it if they can avoid it. But we submit, as 
a basic proposition, that competition is the heart and core of the suc- 
cessful American economic system. 

Thank you, Mr. Chairman. 

Mr. Atiten. Mr. Chairman. Mr. Triggs, when Mr. Labagh was 
testifying, he gave some indication that the California Canners Asso- 
ciation and the Dried Fruit Packers Association were actually repre- 
senting the farmers insofar as the export carriage of their products 
was concerned and indicated that a fairly substantial part of the 
California farm produce went through those hands. 

Mr. Trices. Yes, sir. 

Mr. ALLEN. That leads me to ask in connection with your statement 
that 1 out of every 5 acres of farm produce is exported, just who is 
responsible for the export carriage ? 

Does the Farm Bureau have any direct interest ? 

Mr. Trices. We are not engaged in any commercial activity. 

Mr. Auten. That is between the canners of the State and the Farm 
Bureau, who would have the most to do with the carriage of exporting 
commerce. 

Mr. Trices. Farm Bureau would not be involved in actual shipment 
of the export commodities. 

Mr. Auten. Is that sort of a criterion of judging whether your 
views or Mr. Labagh’s views should be controlling ? 

Mr. Triees. It could be, Mr. Allen. We have always noted 
phenomena in dealing with surface transportation matters and that is 
that shipping managers, traffic managers, sales people, commonly 
prefer a stable rate system whereas when the issue is developed by the 
real policymaking people in the organization, they find that there are 
some advantages to a competitive situation as well. It obviously 
makes a traflic manager’s job easier if he doesn’t have to fight for 
the lowest possible rates but just accepts the rates of the regulated 
form of transportation. 

I do not know how thoroughly the views that have been represented 
here by the canners and dried-fruit packers represent the views of 
their own organization, but they do not represent the farmers in this 
connection. 

Mr. ALLEN. Do you have any idea of how much of the farm produce 
goes into the hands of packers and canners through the type of per- 
son who processes farm products before export ¢ 

Mr. Tricas. Of course, canned fruit is not one of the big export 
items of American farm products. It is a substantial one. The big 
ones are cotton and wheat and tobacco, rice and a few others. 

Mr. Auten. With regard to cotton, as an example, how do you 
reconcile your views with the views of the gentleman who came down 
here on behalf of the cotton shippers ? 

Mr. Trices. I don’t reconcile them. I haven’t tried to. I didn’t 
hear his testimony. And in any event we have tried to present what 
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seems to us to be the kind of thinking that would be of interest to the 
committee in this connection. 

Mr. Auten. Who exports the wheat? Is it mostly handled through 
the Government programs of surplus disposal or is it through the 
farmers that you represent ? 

Mr. Trices. Actually the Government is an important factor in the 
wheat export business, but the majority of tonnage is exported by 
private shippers. Ordinary business concerns in their own right. 
There are, of course, some fairly large and substantial agric ultural 
cooperatives in the export business. 

Mr. Auten. Do these people who actually do the exporting, the 
shippers and the cooperatives, share your views or do they share the 
views of the cotton shippers ? 

Mr. Trices. I don’t know, Mr. Allen. I wonder how thoroughly 
this whole question has been considered by some of the people who 
have indicated to you a position. The day before yesterday our Cali- 
fornia Farm Bureau office called to say that a committee of ocean 
shipping companies had called on their office to solicit their support of 
this measure and had advised them, and so reported to me, that the 
American Farm Bureau Federation was for the measure, and wouldn’t 
we support the American Farm Bureau with a telegram to the 
committee. 

This was somewhat surprising to them so they called us to find out 
what the situation was and, of course, we put them straight. 

So I just wonder how much of the interest that has been generated 
in this issue is really an informed interest or merely an interest that 
has been sponsored by the very vigorous, and properly so, business 
organizations representing ocean shippers. You understand, I don’t 
object to this. They havea right to doso. 

The CHatrman. Let me ‘interrupt you. You have been here 
throughout the hearings, haven’t you ? 

Mr. Trices. I was here yesterday. 

Mr. Auten. Did you hear me ask these people who testified here 
whether they spoke for the organization and with approval of the 
organization ? 

Mr. Triaes. I believe I did hear you ask several of the witnesses that 
question, sir. 

The Cuarrman. You then are questioning their veracity? 

Mr. Triacs. No, sir, I am just questioning the extent to which this 
issue has been considered by shippers interests. It’s interesting to 
note that the United States Chamber of Commerce, the National As- 
sociation of Manufacturers, others of the major broad general business 
interests that normally could be expected to support a business view- 
point, are not represented here. 

I don’t see how they could be in view of some of their general 
policies, but at least they are not representing the industry on this 
question. 

The CHatrman. We haven’t had the United States Chamber of 
Commerce here. 

Mr. Trices. That is what I was pointing out. 

The Cuarrman. And of course in answer to your question there you 
represent the management of this Farm Bureau organization, not the 
individual farmer himself at all, do you ? 
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Mr. Tricces. No, our policies are determined by our farm member- 
ship. 

The CuarrMan. Goahead. Mr. Allen. 

Mr. Petty. Would the chairman yield? 

The CuHarrmMan. Yes. 

Mr. Petry. As I understand the Chamber of Commerce of the 
United States is made up of hundreds of members all over the country. 
In order to establish a policy it is necessary for them to send out and 
ascertain the views of their membership before they announce policy. 
They could never have had time to come before this committee with a 
policy since the Supreme Court came up with this decision. 

The CuatrMan. The chamber of commerce hasn’t been here. 

Mr. Petty. They couldn’t have a policy. The witness has just 
stated that we can infer because they are not here that they are against 
this legislation. I think to the contrary they could not be here. 

Mr. Triags. May I make this comment, sir? 

We are not appearing here in opposition of the conference methods 
of fixing ocean rates either. Weare appearing here only to recommend 
that you permit an element of competition to continue within this 

regulatory system. 

The Cuamrman. All right. Mr. Allen. 

Mr. ALLEN. Just to keep the record straight to a little further degree 
in view of the statement you made as to w here we get our information, 
I would like you to know that as far as I am concerned, with the ex- 
ception of the prima facie showing that was made by 1 or 2 members 
of the shipping associations which led to the introduction of the bill, 
and with the showing that seemed to indicate that the matter needed 
an immediate consideration and hearing, the information I received 
comes from the witness table at which you are sitting across this desk. 

Mr. Trices. Thank you, sir. 

Mr. Atiten. Now getting back to the minor question I was pur- 
suing: Who handles the shipment of rice? 

Mr. Trices. Well, there are a number of substantial cooperatives 
in the rice export business. I would guess that in the neighborhood 
of 60 percent of the rice exports in this country are handled by coop- 
eratives. 

Mr. Auten. Do their views coincide with yours or do they coincide 
with cotton shippers ? 

Mr. Triaes. I don’t know, sir. I doubt that they have considered 
the question. 

Mr. Atten. Mr. Hudtloff seemed to indicate that his views as 
handling shipments for the Department of Agriculture were some- 
what in line with the cotton shippers association. I am getting at what 
is left for you to represent. 

Mr. Trices. Mr. Hudtloff of the Department of Agriculture ? 

Mr. Auten. Yes. I think he is with the shipping department of 
the agency within Agriculture that ships all the overseas cargo. 

Mr. Trices. No question that the Department of Agriculture has 
been very active in the cases over the years, opposing ‘the dual-rate 
system, as has been the Department of Justice. Although they have 


not testified as to policy here, perhaps the committee would like to 
hear from these Departments. 
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Mr. Auten. It is a matter of some regret that they are just as active 
in not coming down here in order to present the views that are sup- 
posed to be theirs. It is a little bit difficult to understand why the 
man that does the work for them does it according to one set of policies 
and they on higher levels express a contrary view. At least that is the 
way it seems to » be at the moment. Would you advocate a similar type 
of competition in the domestic carriage of freight ? 

Mr. Trices. We have a similar type of competition in the domes- 
tic carriage of freight. There is no rate regulation of the major por- 
tion of inland waterway transportation. 

Mr. Atten. How about the major portion of inland nonwater trans- 
portation ¢ 

Mr. Triees. In the case of the railroads I think that there is quite 
a comparison between railroad transportation and ocean transporta- 
tion. In both instances the industry sets the rate subject to the ap- 
proval of the Interstate Commerce Commission in the case of the 
railroads and of the Maritime Board on the case of ocean transporta- 
tion. I think the ICC control is tighter and closer but that is not 
important. 

At one time the railroads were engaged in the exact type of rate dis- 
criminatory practices that was outlawed by the Supreme Court de- 
cision. The Congress enacted the Interstate Commerce Act. One 
of the major purposes of this act was to prevent discrimination among 
shippers so that at the present time any railroad that asked for au- 
thority to enter into exclusive rate reduction contracts with particular 
shippers as a means of fighting truck competition or as a means of 
driving a certain truc kline out of business would be denied authority 
to do this under the Interstate Commerce Act, and if they did do it 
without authorization would be subject to severe penalties. 

Mr. Atten. You would not be for any system of relieving any rail- 
road or any common carrier out from under the regulation of the 
Interstate Commerce Commission, would you ¢ 

Mr. Trices. No, sir, we haven’t recommended that nor have we rec- 
ommended any modification of the ocean conference set up. 

Mr. Auten. I am getting more at this philosophy that expresses 
open competition. It seems to me that with regard to farm prices gen- 
erally we have gone quite a ways to stabilize prices in the face of. po- 
tential competition. 

Do you advocate any philosophy that would apply to the farm prod- 
ucts, the open competition that you would like on ocean rates? 

Mr. Triacs. You have opened quite another barrel of fish, Mr. Allen. 
If I had 20 minutes I would welcome the opportunity to endeavor to 
explain why, in our opinion at least, the very generous assistance that 
Congress has provided to agric ulture which was intended to improve 
farm income has boomeranged, that it has operated to reduce farm 
income. I should not put a lot of this in the record, but just in a nut- 
shell to state our belief that there isn’t anything very much wrong 
with agriculture that a little less government wouldn’t cure. 

Mr. Aten. Have you always ‘been for that as an organization ¢ 

Mr. Trices. We are more of that mind today, sir. T here have been 
times in the past when we as an organization supported more Govern- 
ment assistance at a much lower level than anybody is talking about 
today to be sure? 
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Mr. Auten. Thank you, Mr. Chairman. 

Mr. Youna. No questions, Mr. Chairman. 

The Cuatrman. Mr. Van Pelt? 

Mr. Van Petr. I would like a little clarification on dual system as 
far as the individual farmers’ incomes might be concerned and I ask 
that because of the testimony of the gentleman from the Department 
of Agriculture who was handling commodities under 4~A and seemed 
to express at least to me that the present system was working out to the 
advantage of the Department and perhaps reflecting injury to the 
farmers’ income. 

Also in response to a question from one of the gentlemen from the 
Gulf as to the independent shippers of farm commodities, that they 
had expressed no objection to it. 

Mr. Trices. Mr. Congressman, we are not here to oppose the regu- 
latory pattern that represents an exemption from antitrust law that 
is used in ocean transportation business. 

We are here only to oppose the idea that the exemption includes or 
should include any authorization to engage in a discriminatory rate 
practice, or designed to force independent competitors out of busi- 
ness. Our reason for that policy, we believe that it is in the interest 
of farmers to have an element of competition within this regulatory 
system. We are not opposing the whole regulatory system at all. 

Mr. Van Petr. That’s all. 

Mr. Ray. Mr, Chairman. 

The CuHarrman Mr Ray. 

Mr. Ray. Mr. Triggs, are you familiar with the way the different 
conferences have worked comparing, for example, the conferences 
that do not have the dual-rate provisions in them and the conferences 
that do? 

Mr Tries. I would certainly not be a competent witness on that 
question, Congressman. I do understand that the majority of the 
conferences do not have or use the dual-rate system. I expect that 
they are the less important shipping movements. 

Mr. Ray. The reason, of course, I am interested in pointing it up 
is what has been the effect on competition from independents in the 
one situation in contrast to the other. 

Mr. Trices. That is an awfully good question, Congressman. I 
wish I knew a better answer than I do. Apparently some movements 
have been able to survive with the competitive element that is repre- 
sented by the comparative freedom of the independents to engage in 
business in those movements. But you are asking an important key 
question that I wish I could answer. 

Mr. Ray. That is all. 

Are we going to get a witness from the industry ? 

The CHatrman. The Department of Agriculture. 

Mr. Ray. I think this question goes to the question of the experi- 
ence within industry. 

The Crartrman. For your information I have tried to get the De- 
partment of Agriculture over here. I got a message back that they 
have got to have a conference next week before they can determine 
their position. 

Mr. Ray. I think we ought to have in the record, Mr. Chairman, 
what their position is. . 

The Cuarrman. Mr. Cowen. 
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Mr. Cowen. I requested at Mr. Bonner’s request that Agriculture 
send a man this morning from the legal staff who could explain their 
stand on the recent Supreme Court decision against Colonel Hudloff’s 
position. 

The Cuamman. What did they say? 

Mr. Cowen. They would try to have someone here this morning. 

Mr. Bucy. Mr. Chairman, in answer to that request, I am here at 
the request of the Department. I am Charles W. Bucy, the Assistant 
General Counsel. 

The Cuatrman. Let the record show that the Department said they 
wanted to have a conference and would send me a letter instead of 
sending somebody over here. 

Mr. Ray. This ought to go in the record sometime. If the De- 
partment sends you a letter, there is not any point in confusing the 
record. 

The CuHatrman. I have no assurance that I will ever get the letter. 

Mr. Ray. Let me read what the brief of the Department of Ad- 
justment and the Department of Agriculture had to say on the sub- 
ject. Iam reading from page 8 of the brief filed by the two depart- 
ments in the Supreme Court case. 


The Secretary of Agriculture intervened before the board to represent agri- 
culture interest in obtaining equitable transportation rates and service for ship- 
ments of agricultural products and to represent the Department of Agricul- 
ture’s interest as one of the largest agricultural shippers in the world. 

Under section 203J of the Agricultural Marketing Act of 1946, the Secre- 
tary is authorized and directed to assist in obtaining equitable and reasonable 
transportation rates and services for agricultural products by making com- 
plaints to the Federal Maritime Board and to other Federal and State trans- 
portation regulatory bodies. 

Also section 201 of the Agricultural Adjustment Act of 1938 (a) (b) which 
authorizes the Secretary to participate in rate proceedings before the Interstate 
Commerce Commission relating to the transportation of farm products. 

The Department of Agriculture owns large quantities of farm products, sub- 
stantial parts of which have been and will continue to be exported via ocean- 
going vessels. 

The Secretary has also intervened in a number of other board proceedings 
in which the validity of dual-rate systems has been challenged. The Secre- 
tary’s interest is primarily in the legality of the dual-rate system and its inter- 
ference with the free flow of agricultural exports. The total value of the 
United States agricultural exports for the 12 months beginning July 1, 1955, 
was $3,419,000,000. 


That represents an inconsistency that ought to be cleared up in 
our record. 

The Cuatrman. Yes. Are you finished? 

Mr. Ray. I have finished. 

The Cuarrman. Mr. Mailliard. 

Mr. Marurarp. Mr. Chairman, in your statement you describe the 
policy of the Farm Bureau Federation on this issue. You do not tell 
us when or how that policy was established. 

Mr. Triaes. I will be very happy to do so, sir. 

In connection with one of these cases that was heard before the 
Maritime Board, our attention was called to the fact that agriculture 
might have an interest in the matter. We endeavored to analyze the 
issue, staffwise, for the consideration of our board of directors. 

Our board of directors did consider the matter in considerable 
detail. They directed the staff to participate as a witness, as we did 
in the case that was heard by the Maritime Board. 
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Following this action, as is our customary practice, at the next 
annual meeting the actions the board of directors had taken in the 
interim since our last annual meeting were presented to our house of 
delegates, and they endorsed this policy, and it was incorporated in the 
policies of the organization. 

Mr. Maruuiarp. What year was that? 

Mr. Trices. 1953 or 1954. I am sure it was one of those 2 years. 

Mr. Mariui1arp. So this is a general policy that might be comparable 
to a general policy that the National Association of Manufacturers or 
the United States Chamber of Commerce or any other group would 
have. Properly ratified and everything else it 1s not specific to this 
issue. 

Mr. Trices. Well, I think it is because that policy does not deal 
with the whole question of ocean shipping conferences. It just says: 
“The authority of shipping conferences to establish discriminatory 
ocean freight rates.” 

Mr. Maruiarp. I do not think any of us would disagree that there 
should not be discriminatory ocean freight rates, but I think one of 
the questions we have got before us is, Is this practice discriminatory, 
or isn’t it? 

Mr. Trices. I expect it is. We always assume that it is a dis- 
criminatory practice. 

Mr. Mariu1arp. You have assumed, but do you know? Have you 
ever really studied it ? 

Mr. Trices. If you have one rate that is offered to one shipper and 
another rate that 1s offered to another shipper, if he will give you an 
exclusive contract, this would be, in our view, discriminatory rates. It 
would be under the railroad legislation, it would be specifically pro- 
hibited as a discriminatory rate. 

Mr. Mariuiarp. Is that of giving one rate on one lot and another 
rate on a smaller lot? Isn’t that also discriminatory in a similar way ? 

Mr. Trices. I would not classify it as such. But I suppose that is a 
question of semantics. 

Mr. Marti1arp. I am not trying to engage in an argument in 
semantics. I am trying to get at what the testimony has developed 
here. 

For example, it has been testified to that a good part of your agri- 
culture products go as bulk cargo. 

Mr. Trices. Yes, sir. 

Mr. Marixu1arp. In almost every case those were open rates. 

Mr. Triaes. Yes, sir, and may I comment on this that this again 
illustrates, I think, the fact that the conferences can operate success- 
fully without a dual-rate system inasmuch as much of their traffic 
is not handled under the dual rate system. 

Mr. Mariurarp. That is correct, but then there are reasons why 
some parts of their traffic are under the dual-rate system. 

Mr. Triges. Yes. 

Mr. MaiiurArp. And in general, American agriculture is getting 
the benefit of a lower rate under the dual-rate system because I very 
much question whether if there were no dual-rate system, that the 
rate that would be enjoyed would be as it actually is under this 
practice. 
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Mr. Trices. Your statement is quite correct, that much of agricul- 
tural exports is shipped under arrangements not covered by. dual- 
rate provisions of ocean conferences. 

Mr. Maruiiarp. When you have a special situation such as was 
described by the cotton shippers, they indicated how much of an ad- 
vantage it was with them to have this relationship with the conference 
that guaranteed them that they could count on in advance because of 
their methods of sales and competition with people all over the world 
and knowing that the transportation would be made available. 

It certainly has been testified that in times of international stress, 
specifically the Korean and the Suez crises, had we not had these con- 
ferences devoted to serving our trade, the prices would have probably 
gone right straight through the ceiling. 

Mr. Trices. I have not ‘testified, and we have not adopted any policy 
in opposition to the conference method of fixing ocean transportation 

rates. It is merely that we feel within this method there is room for a 
little competition to keep the ocean conference rates in a competitive 
structure. 

Mr. Maruurarp. It has also been testified to here as an example of 
one conference that there was no competition when they did not have 
the dual-rate system. Since it has been incorporated they are now 
operating with four independents in the trade. 

Mr. Trices. Yes, sir. I am surprised that the independents have 
managed to exist in view of the extent to which the dual-rate principle 
has been adopted on our major routes. 

Mr. Marurrarp. You have suggested in your testimony that other 
people who have testified here have not looked into this question very 
much and do not know too much about it. I would like to suggest that 
perhaps the same might be true of your testimony. 

Mr. Trices. It might be. And Mr. Congressman, I testified on that 
point in response to a question and probably overstated what I meant. 
a little bit. But it is, of course, a fact that this is an issue that has 
not been before the country as a general principle during recent years; 
this thing came up suddenly. 

The Supreme Court decision was announced and almost immedi- 
ately hearings were held up here. I just do not know how extensively 
this issue has been debated and considered by all the various organiza- 
tions that have an interest in it. 

I know in the field of railroad transportation nobody makes up their 
minds or is able to make up their minds without a long period of dis- 
cussion and debate. 

Mr. Mariit1arp. But this has been before the courts for some years, 
so I do not exactly think it came as a bolt from the blue. 

Mr. Tricas. It is not news to the ocean shipping people, of course, 
but it is, I think, an unexpected development in the knowledge of most. 
people not directly connected. 

Mr. MArLi1arp. In view of that, do you feel that the membership 
you represent is familiar with the problem and therefore is able to 
support this rather general statement of policy that I do not think 
anyone could disagree with? None of us likes discriminatory practice. 

Do you think they understand what is at issue here? 

Mr. Trices. No, sir, and I will say that, that very few of our mein- 
bers on this issue have any conception of it. I explained how our 
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policy has been developed in this case. This is a question in which 
our leadership did apply a general policy to a specific question. 

Mr. Maiuiiarp. Who makes the decision that under this general 
policy you should be here to testify against it? 

Mr. Tricus. The board of directors. But I do have to say this, that 
there has not been an opportunity for our board of directors to deal 
with the resolution that has been submitted to the committee. We will 
deal with it by our board of directors next week. 

My appearance here is based on the direction of our board of direc- 
tors 3 years ago or 4 years ago, w henever it was, to appear in the 
Maritime Board case and to oppose the dual-rate system at that time. 

Mr. Maru1arp. As far as the American Farm Bureau of Federa- 
tion is concerned you are not authorized to oppose this bill; are you? 

Mr. Trices. Yes, I am authorized to oppose dual-rate systems in 
ocean transportation as clearly as anybody. 

Mr. Maruurarp. That is surprising because your statement of policy 
here does not say that. 

Mr. Trices. That is what it is intended to say. We have had a dual- 
rate system in previous resolutions, but the folks thought this was a 
clearer way of saying it. 

Mr. Matrtrarp. You also said in your testimony a few moments ago 
something about the Supreme Court having held that dual systems are 
illegal. You will find, if you read the decision, that is precisely what 
they did not do. 

Mr. Trices. I think there is room for consideration of other cases. 
They found this particular case. 

Mr. Maru1arp. It explains that they were ruling on a particular 
situation where, in their judgment, the dual-rate system was specifi- 

cally designed to stiflle competition. 

Mr. Trices. That is correct. This would be guiding to any future 
court in a similar case, but not necessarily completely settled. 

Mr. Marmu1arp. In order to tie to this case they would have to make 
a finding of fact that in this particular instance it was designed to 
drive out competition, in order to be parallel with this case. Do you 
not think that is correct ? 

Mr. Tries. I think your statement is correct, Mr. Congressman. 

Mr. Mariitarp. There is one thing I would like to clear up. Sev- 
eral times in your testimony you referred to cartels. What is your 
definition of a cartel ? 

Mr. Triaes. I do not know that this would be a textbook defini- 
tion, but I would define a cartel as any agreement between two or 
more businesses to control production, marketing, or price. 

Mr. Matuu1arp. Do you think it is a cartel if anybody else in tne 
business can immediately join it ? 

Mr. Trieas. Oh, yes. 

Mr. Mar1arp. So that if it is completely open, it is still a cartel? 

Mr. Triaes. Yes, sir. 

Mr. Maruurarp. Then the whole conference system is a cartel ? 

Mr. Triaes. Well, it is by definition. 

Mr. Maixut1arp. If you are so opposed to cartels, why are you 

singling out the dual-rate system ? 

Mr. Trices. We have not testified in terms of opposition to all 
cartels. 

The CuarrmMan. Some sin is all right, but some is not. 
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Mr. Triaes. There are situations. 

The Cuarrman. Just a little does not hurt. 

Mr. Trices. There are some situations in which some regulations, 
internal or external, are advisable. 

The Cuarman. Is the Farm Cooperative a cartel ? 

Mr. Trices. No, sir. 

The Cuairrman. Just a difference of opinion ? 

Mr. Maiui1rp. I was just about to ask that same question. By your 
own definition the Farm Cooperative clearly is a cartel. 

Mr. Trices. There have been a number of instances in which legis- 
lation has been enacted providing specific examples to the antitrust 
statutes. I am not going to argue all of those were wrong. I think 
probably most of them were right. One of them is railroads. One of 
them is ocean transportation. One of them is authorization for a group 
of farmers to get together to market their own products jointly. One 
of them is authorization of labor workers to get together and market 
their labor cooperatively. 

Iam not arguing that any of these are wrong. 

Mr. Matnuiarp. But by your own definition all of them would be 
classified as cartels. 

Mr. Trices. I probably ought to refine that definition a little bit. 

Mr. Maitiarp. Because this word “cartel,” particularly when it is 
tied to the word “international,” is a sort of odorous name. You have 
used it rather frequently. 

Mr. Triaes. I hesitated to use it, but generally it is recognized as a 
cartel type of agreement in literature dealing with this subject. 

Mr. Maruurarp. Since you have already agreed that all cartels are not 
necessarily bad, it seems sort of not germane to your testimony that 
you describe this as a cartel. 

Mr. Trices. We have not opposed the authorization of the ocean 
shipping conferences to enter into voluntary agreements among them- 
selves with respect to the regulation of rates or services. All we have 
said is that we think it is desirable that there be a competitive element 
of independents that can compete with the conferences to the extent 
necessary to avoid abuse of ratemaking authority. 

Mr. Mariurarp. Were you here when we had testimony regarding the 
experience of the growers of the Northwest shipping to the Far East ? 

Mr. Triaes. [am sorry I was not. 

Mr. Mairxir1arp. It was quite interesting because they even put 
pressure on one of their own members not to take advantage of a tem- 
porary lower rate in order that they could have a stability of known 
service and known rates in order to sell their products abroad. 

Let me ask you if there is anybody on your board of directors that 
actually has business experience and knows anything about the prob- 
lems of actually selling farm products abroad? 

Mr. Trices. I would expect that on our board of directors that most 
members of our board are also members, and prominent members of 
cooperatives who do engage in export shipments. How detailed ee 
information and knowledge may be of this, I would not attempt to sa 

Mr. Mariit1arp. I think you agree that our job is to find out what 
effect this actually has in practice rather than simply being theoret- 
ical about it. It seems to be quite possible that the dual- rate system 
may be beneficial to the American farmer, and you may not know it. 
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Mr. Triccs. They have not, within our organization, recognized 
this as a fact. : 

Mr. Maixiarp. There was un opposition from your organization 
at one time to the Cargo Preference Act. That does not seem quite 
so violent any more. 

Mr. Trices. It still exists, but we recognize when we are licked. 

Mr. Maruirarp. That is all. 

The Cuatrman. Mr. Pelly. 

Mr. Petiy. I judge, Mr. Triggs, from your colloquy with Mr. 
Mailliard, that on boat cargoes of agricultural products you admit 
that they are fully competitive. 

Mr. Trices. I have no reason to believe otherwise. There was no 
dual-rate system in operation that I know of, which means that the 
independents can engage in competition. 

Mr. Petty. That would be the majority of the agricultural products. 

Mr. Triccs. The majority of the agricultural products. 

Mr. Petty. Now, did your organization have, 4 years ago when 
these policies were established by them against the dual-rate systems, 
or have they since, any evidence that that system has in any way 
interfered with the free flow of agricultural products? 

Mr. Trices. No, sir. I do not believe it has interfered with the 
free flow. 

Mr. Petiy. They testified that the Department of Agriculture 
would not have stepped into the suit unless they did. 

Mr. Triaes. I think it is a question for the Department. They can 
speak for themselves. They are here. Believing as we did that there 
was a need for a degree of competition in the ocean shipping business, 
we did. 

Mr. Petty. Have you any evidence of the facts that the rates on 
agricultural products are not equitable ? 

Mr. Trices. No, sir. 

Mr. Petry. In other words, the Department of Agriculture, as far 
as you know, has not stepped in, which they have the responsibility 
of doing, intervening if they have any complaint or find that the 
freight charges under the dual-rate system are excessive. 

Mr. Trices. I do not know whether the Department has or not. 

Mr. Petty. Do you know of any complaints regarding the rates 
being too high ? 

Mr. Trices. I cannot say that I know, from my personal know!l- 
edge, of any situations where people have complained. We are not 
engaged in the determination of ocean rates at all. 

Mr. Periy. But you are taking a position on the matter that affects 
the ocean transportation of agricultural products, are you not? 

Mr. Trices. Yes, but this is on a basic issue of whether or not there 
should be any competition in this business. 

Mr. Petty. When you were commenting on the Government being 
a little too much in the farm supports programs, and so forth, I would 
have thought that you would have taken the position that there you 
would not. want suddenly to cancel every law in the books and that 
it would create chaos. You would like to have a 2-year period, per- 
haps, in which to study out and come up with some modified program 
to help the farmers. 

Mr. Triaas. That is quite a good point. 
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Mr. Petty. But you are inconsistent, then, if you oppose this 
legislation. 

Mr. Trices. This is quite a good point. Because of the existence 
of surpluses which we feel have been created by the farm program, 
we could not be for sudden cessation, but we are for a fairly rapid 
transition to a freer market. 

Mr. Prtiy. You have heard testimony here that if the dual rate 
contract system is abandoned, the conferences will break up and there 
will be price wars. Would you say that a price war is good for any of 
the parties concerned in agricultural products or in shipping rates? 

Mr. Triccs. Mr. Congressman, I just have an awfully hard time 
believing that the additional competition of the remaining inde- 
pendents would be so rough that it would result in a price war. 

Mr. Petty. Your opinion, then, is in disagreement with the trans- 
portation people who are supposed to know something about it and 
have had some experience, but you cannot speak for agriculture any- 
way and you certainly know the price war would not do the farmer 
any good and does not do the consumer any good in the long run? Is 
that not right. 

Mr. Triees. Price war is a term like cartel. It is a little loaded. 

Mr. Petuy. Probably. 

Mr. Tries. We have a free market for most farm products and do 
not want to see it change. If you want to say that farmers are en- 
gaged in a price war in the sale of their commodities, well, that is 
just words. There are certain commodities that have not been in- 
volved in Government programs. We are for maintaining a free 
market for those which have been involved in Government programs. 
We are for going in a direction of a freer market as fast as we can 
get there. 

Mr. Petiy. I must say that I read your publication and I agree 
in principle with what the Farm Bureau advocates, but it just seems 
to me in the case of tobacco, if there were no support prices, the little 
tobacco farmer would be desperate and the fellow who smokes cig- 
arettes would not be benefited in the long run. 

Mr. Trices. It looks like we are getting into the discussion of farm 
price policy here. 

Mr. Petiy. I do not want to extend that here. I have no further 
questions. 

Mr. Triaes. It depends upon how much I should put on the record. 

The Cuatrman. Mr. Glenn. 

Mr. Guenn. No questions, Mr. Chairman. 

The Cuarrman. Who are these independents that you repeatedly 
speak about ? 

Mr. Triecs. I do not know how many independents there are. Is- 
brandtsen is one. 

The Cuatrman. Does he operate strictly American or does he op- 
erate American and foreign ? 

Mr. Triees. I do not know. 

The CHarrman. You come here testifying about this. I ask you 
this: Does his American operation hold an umbrella over his foreign 
operation ? 

Mr. Triecs. I do not know. As I understand it, there are a good 
many other independents that we commonly call tramp shippers. 
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The Cuarrman. In the decision that the Supreme Court has handed 
down, they have at the same time granted a period of adjustment in 
the decision. Do you know anything about that? 

Mr. Trices. No, I do not. 

The Cuarrman. Do you know anything about this integration de- 
cision that they handed down? 

Mr. Trices. A little bit. 

The CuarrMan. You read the papers, do you not? 

Mr. Trices. Yes, I read the papers. 

The Cuarrman. In the integration decision they gave a period of 
time for adjustment. 

Mr. Triaas. Yes, sir. 

The CHarrMan. Well, now, in this decision it breaks up a custom 
and a system that has existed, according to your own knowledge, a 
great many years. There seems to be opinions that it might be transi- 
tive, both to American industry as well as to the common carriers on 
the high seas. 

Would you not think that a little period of study and adjustment 
into this before you do away with the whole thing might be advisable? 

Just answer that in comparison with other things. 

Mr. Trices. Of course, nobody can disagree with the general prin- 
ciple that you stated, but I also hope it w ill be possible for Congress 
to permit the independents who still do exist to continue to exist dur- 
ing this period, because once competed out of business, there is the 
question of how they can come back into the business. 

The Cuarrman. I want to give you the same opportunity to address 
yourself to the dual-rate system that I have others. Yet I want to 
remind you that the question before us is this resolution. 

I want to ask you: Is this resolution fair or is it not fair in con- 
nection with the discussion that you and I have just had. 

Mr. Tricas. Well, that is a difficult question to answer but we feel 
it would be desirable to leave in the picture the present independent 
operators and I am afraid this would rule them out. I do not know 
whether they could exist for another 2 years under a congressionally 
approved dual-rate system that has the effect, and I think has the 
purpose, of wiping them out of competition in certain lines. 

The Cuarrman. I want you to think carefully about this. 

I disagree with some of the former decisions of the Supreme Court 
but this is not the question. The question is that the Court gave a 
period of adjustment in certain decisions with which I might have 
agreed or disagreed. In this they did not give any period of adjust- 
ment. Isthat correct? 

Mr. Trrees. That is correct. 

The Cuarrman. In a great industry like this, do you think it is fair, 
then, that they should wield the ax at one time and not give any period 
of adjustment or any opportunity for Congress itself to have a time 
to study this question and do a bit of legislating that might arrive at 
what you or someone else might think is the proper thing ? 

Mr. Tricas. Well, of course, Mr. Chairman, I guess there is a funda- 
mental feeling here on our part that this is not the fundamental change 
that the industry feels that it is, that it is a comparatively minor 
change and that all that it does is to provide for the continued com- 
petition and existence of these independent operators. 
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The Cuarrman. You are dodging around what I asked you. 

Mr. Trices. Lexpect so,sir. I expect that is correct. 

The Cuarrman. You know you are dodging around the question 
which I asked you directly. You know that. 

Mr. Trices. Two years is a long time, sir. If the committee feels 
that it must defer action, surely you could give consideration to the 
matter in a much shorter period of time. I am just talking now. 
Our policy is opposed to this. 

The Cuarrman. We had a matter here that is in controversy in the 
House now. We gave 2-years’ study. We went to the people on the 
subject. Yet it is controversial and I understand the controversial 
part of it. I think quick, wrapped, permanent legislation sometimes 
is detrimental to all sides. 

This is just a period in which to study a question. 

In all respect to you, and I am interested in your organization, by 
your own testimony you do not know much about this whole situation. 
You admit that yourself. 

Mr. Trices. I freely concede that I do not pretend to. 

The Cuamman. You do not know much about the operation of 
ocean international transportation, do you? You would not set your- 
self up as an expert on it 

Mr. Trices. This, I think, is painfully obvious to the committee. 

The CuarrMan. Of course it is. 

Mr. Trices. This is a far broader proposition than just ocean trans- 
portation. This is the whole basic issue of competition versus regula- 
tion and whether we can keep a competitive principle available in a 
regulatory system. 

The Cuatrman. I want to ask you one question. As I say, I am 
a member of the Farm Bureau. You went into the insurance business, 
did you? 

Mr. Trices. Our State Farm Bureaus are in the insurance business. 

The Cuamman. You went into the insurance business and at all 
your big State meetings and on a lower level when you have your 
meetings you have insurance representatives there to make a big 
speech about the benefits of the Farm Bureau Administration and 
their insurance. You do not let any other insurance companies come 
to speak to that gathering, do you? 

Mr. Trices. Not to my knowledge. 

The Cnatrman. You have a little cartel there, have you not ? 

Mr. Triecs. No, I do not think so. I have not heard at an annual 
meeting of a State Farm Bureau what you say happens but I do not say 
it does not happen. 

The Cuatrman. You do not go to the State and county meetings, 
do you? Anyway, we are not going to fuss over that. 

I am glad to have you here. I think you are a little out of your 
field. 

Mr. Trices. I appreciate the opportunity. 

The Cuarrman. Counsel has questions. 

Mr. Cowen. Mr. Triggs, following the line of questioning of the 
Chairman and Mr. Mailliard and Mr. Pelly, I believe you were 
authorized some 3 or 4 years ago to appear against the dual-rate 
system ? 

Mr. Triaus Yes, sir. 
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Mr. Cowen. I believe you stated further, sir, that your rank and 
file membership did not understand the resolution which is before 
this committee 4 

Mr. Triccs. This is quite correct. In general, our resolutions flow 
from our State Farm Bureaus to our American Farm Bureau Fed- 
eration, but there are issues in which our people are less interested, 
less informed, and which our board deals with. 

Mr. Cowen. You are authorized to appear here in this hearing by 
your board of directors? 

Mr. Triaas. Yes, sir. 

Mr. Cowen. Are they conversant with the resolution before this 
body ? 

Mr. Tricas. I have to say this, sir: Authorized to appear in opposi- 
tion to the dual-rate system, not at this specific hearing. 

Mr. Cowen. That is what I am getting at, sir. They are opposed 
to the dual-rate system as such. 

Mr. Triaas. Yes, sir. 

Mr. Cowen. As you know, this is interim legislation brought out 
in order to give the Congress time to go into the factors behind the 
dual-rate system due to the recent Supreme Court decision. 

Mr. Triaas. Yes, sir. 

Mr. Cowen. Do you feel, sir, that you are in a position to speak 
for the rank and file of the Farm Bureau members who have no know]l- 
edge either of this resolution or of the dual-rate system ? 

I realize, of course, sir, that you are authorized to appear, but do 
you feel, sir, that you are speaking for the rank and file in opposition 
to H. R. 12751, when you appear here when they have no knowledge 
of it, sir? 

Mr. Tricas. This is a good question and the answer is obvious. I 
think you have indicated it. It is that most farm people do not have 
any knowledge of this situation. 

One of the reasons that they join the farm organization is for the 
farm organization to analyze the issues that they are not familiar with 
and represent their interests in those things. On the important things 
particularly, those directly related to agriculture, they expect to make 
up their own minds and tell us what we are to do. 

Mr. Cowen. That is all, sir. 

The CuarrmMan. That is all. 

The gentleman from Agriculture. 

Thank you very much. 

Mr. Trices. Thank you very much, Mr. Chairman. 
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The Cuatrman. Mr. Bucy, I want you to address yourself to H. R. 
12751. Mr. Ray would like to ask a question. 

Mr. Ray. You heard my reading of the Secretary’s position as it 
was in the brief in the Supreme Court case ? 

Mr. Bucy. Yes, sir. 

Mr. Ray. Has that position changed ? 
Mr. Bucy. Not to my knowledge. 
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Mr. Ray. And he isstill in opposition to the dual-rate system ? 

Mr. Bucy. I have had no indication that the Department has 
changed its position in that regard. 

Mr. Ray. That isall, Mr. Chairman. 

The Cuarrman. Why did the Department take a position of that 
kind if they find that the shipping under the dual-rate system is not 
binding on them and seems satisfactory to the Department that does 
the shipping ? 

Mr. Bucy. Well, I heard the reference to Mr. Hudtloff’s statement. 
I think he was addressing himself to his job as transportation ware- 
housing manager for the stocks of agricultural commodities that come 
into the hands of the Department through the various programs that 
it administers, a great many of which involve substantial shipments in 
international trade, and as far as that goes by reason of the fact that 
the Department has not in that activity been subject to the dual rate 
or the retaliatory aspects of it as we see it; and also in the litigation 
there was no question of refusal of space. That only got into the 
litigation through a concept of the Board in its decision which it was 
pointed out to the court if agreed to would result that space could be 
denied under the dual-rate system, not that it was being under the 
dual-rate system that was in litigation. 

The Department appeared in this litigation in two capacities: It 
appeared pursuant to the mandate of Congress that it should represent 
the agricultural community generally in rate and transportation 
matters; it also appeared as a substantial merchandiser and shipper of 
agricultural commodities. 

Now, in that capacity as a shipper of agricultural commodities, the 
Department was in a position of negotiating for its shipments. There- 
fore, it had no immediate impact of the dual-rate system. 

However, its position on that was that, even if you are negotiating, 
if the dual-rate system in an instance is successful in its ultimate ob- 
jective of obtaining the traffic all in that area, then you are negotiat- 
ing with someone who has the club as far as negotiations are concerned. 
You have not the freedom that you have where you can negotiate with 
independents as well as with conference members. 

That is the phase of it that enters into the activity that Mr. Hudt- 
loff is concerned with. 

I can understand Mr. Hudtloff having a job of managing trans- 
portation, taking a position that he was not concerned in that particu- 
lar operation in a day-to-day operation with the dual-rate system un- 
less it eventually resulted in elimination of his freedom to negotiate 
with independents. 

As to the agricultural community generally, that is the traffic that 
moves privately, the Department took the position that there was 
violation of the Shipping Act of 1916 in that there was a retaliation 
against a person who refused to enter into a contract, that there was 
no difference in type of service, cost of service, or difficulty of render- 
ing service to justify any different rate as between the comparable 
shippers and therefore it was discriminatory. 

The Cuatrman. Mr. Hudtloff was dealing in practicalities. You 
are dealing in theories. 

Mr. Bucy. He was dealing in a job as a traffic manager did in his 
day-to-day operations as to whether, as of now, the dual-rate system 
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interfered with his doing his job in an efficient and economic manner. 
He was not dealing with the broad concept of whether dual-rate sys- 
tems are objectionable, as such, where they do have an impact. 

The CuarrMan. Have you read Resolution 12751? 

Mr. Bucy. I have, sir. 

The Cuarrman. Is it the position of the Department that they are 
opposed to this ? 

Mr. Bucy. That is the point that I addressed myself to yesterday, 
Mr. Chairman, and I think it was demonstrated by the witness pre- 
viously that it is not a matter of the Department delaying in answer- 
ing your requests for a report on this matter, but I am sure that this 
committee wants a considered and informed judgment of the Depart- 
ment and it has been demonstrated here, I think, that this is a com- 
plicated problem and therefore the matter is being considered by the 
Secretary’s policy staff to furnish you with their best judgment, not 
as to whether the fundamental principle should be decided one way or 
the other, but whether circumstances are such that they feel this 
interim relief is warranted. 

As you know, in this particular litigation, in fact, a stay of the 
effectiveness of the dual-rate conference was issued by the appellate 
court so that it was not allowed to go into effect while the merits were 
passed upon because there was an adequate showing to the lower court 
that there was merit to the position in opposition to the dual rate and 
that there might flow damages that could not be repaired if it were 
allowed to continue during the litigation so that that is a matter of 
the particular circumstances being considered. 

The Cuamman. What is your personal opinion with respect to this 
resolution ? 

Mr. Bucy. I do not think that I am sufficiently informed as to what 
the impact upon the independents or the elimination of competition 
would be in a period of 2 years. The Congress has in effect said this 
is an unfair practice. It is a common practice to issue orders that 
are effective forthwith against practices that are unfair. 

The CuarrmMan. Congress has not said anything about this thing. 

Mr. Bucy. Congress in the 1916 Shipping Act has stated that, so, as 
of now, the Supreme Court has said that it was the intent and purpose 
of Congress that this type of rate conference not be indulged in. 

Mr. Mariur1arp. Would the chairman yield on that point ? 

Did the Supreme Court say that? It is my understanding that 
what the Supreme Court said was that if this dual-rate system is used 
as a weapon to destroy competition, it is in violation of the 1916 act. 

I cannot see where they ever said that the dual rate per se was illegal. 

Mr. Bucy. They passed on this particular rate and the fact that 
they said that they found that this particular rate was for that purpose, 
is my recollection; and, if you have read it, you know it is a rather 
complicated opinion and it is going to require a substantial degree 
of analysis beléie they will come up with the final conclusion as to 


just how far they will go. 
The Cuarrman. Who will come up with that conclusion, then? 
Mr. Bucy. They at least said that this particular dual-rate system 
involved in this litigation was illegal as being for the purpose of 
eliminating competition. 
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Mr. Maiiurarp. That does not affect any other dual-rate system. 

Mr. Bucy. The extent to which it has an impact on the others will 
have to be determined by future litigation or actions by the Maritime 
Board and I do not think anyone right at this moment is in a posi- 
tion to express a controlling opinion as to just what the extent of 
that is. 

Mr. Mairurarp. What I would like to know is when the Depart- 
ment of Agriculture intervened in this case, did it do so in the belief 
that in this particular litigation American agric ulture was being in- 
jured by the dual-rate system or did it do so as a matter of general 
policy opposed to the dual-rate system in all cases ? 

Mr. Bucy. The Department of Agriculture does not enter into these 
matters unless they feel that there is an effect upon the agricultural 
community’s interest. 

They took the position in this case with the Department of Justice 
that this was retaliatory, that it was also an unjust or unreasonable 
discrimination and any unjust or unreasonable discrimination against 
agriculture certainly would be harmful and to the extent that it ap- 
plied to agriculture shipments the Department would take the posi- 
tion it was harmful to agriculture. 

Mr. Mamurarp. But did the Department take that position with re- 
spect to this particular conference ¢ 

Mr. Bucy. It has taken it with respect to this and several others. 
There is presently pending in litigation your North Atlantic confer- 
ence which the lower court held in abeyance pending the Supreme 
Court’s action on this particular case. 

Mr. Mamu1arp. Would we be right or wrong or going too far to as- 
sume that the Department’s official position is in opposition to the 
dual rate per se or just where they can find injury or think they can 
find injury to the agricultural community ? 

Mr. Bucy. I think the position that was taken in the litigation was 
that the dual-rate system that was involved in these particular litiga- 
tions at least was per se violative of the law and was per se harmful to 
agriculture’s interest. 

Mr. Mariui1arp. It is quite possible, it is not that in other conferences 
where the dual-rate system prevails the courts might not find that it 
was discriminatory. 

Mr. Bucy. It is conceivable. Basically, I think as a general propo- 
sition we would feel that it was suspect as being unfair but every case 
has to be decided on the facts of the particular case and how it applies 
to the shippers. 

Mr. Mariurarp. You can certainly understand, sir, I would think, 
that that is throwing a cloud of doubt over all these other cases which 
may take a long time to prove out in litigation as to whether they are 
legal or not legal. All this bill does is to protect those until the broad 
policy question is decided. 

Mr. Bucy. I understand the purpose of this bill. Of course, in this 
matter, the appellate court a couple of years ago decided that this was 
illegal and it was a matter then of going to the Supreme Court on 
review to determine whether the Supreme Court. sustained the appel- 
late court so that this is not an overnight thing of industry or anybody 
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else being put on notice that this particular dual-rate system at least 
was questionable as to its legality. But, as I said, the matter of the 
position on this interim relief is now under consideration by the De- 
partment and I have urged upon the Department’s officials that they 
expedite getting to this committee their views on this particular 
litigation at the earliest possible time. 

The Cuarrman. That is what I wished you would do. 

Mr. Pelly? 

Mr. Petty. I would like to ask if in the past the Department has 
had reason to suspect that this might be harmful to agriculture. In 
other words, have you in the past intervened in any rate cases! 

Mr. Bucy. We have been in rate cases, any number of them. 

Mr. Pexty. In other words, you do go before the Federal Maritime 
Board ? 

Mr. Bucy. Interstate Commerce Commission, Maritime Board, o1 
CAB, if it is a question of airfreight rates and also in some instances 
where there is a tiein with intrastate before State regulatory boards. 

Mr. Petty. You have claimed that conference rates under the dual- 
‘ate system has resulted in exorbitant costs to the shipper. 

Mr. Bucy. The position of the Department was not based 

Mr. Petty. You just hold everybody suspect ? 

Mr. Bucy. On cost. It was based upon the discriminatory nature 
or retaliatory nature as between shippers, not as to the altitude of 
either the minimum or the maximum involved, but rather the dis- 
criminatory nature of the rate. 

Mr. Petty. I just wondered if farm organizations had appealed for 
your assistance in going down to the Federal Maritime Board and 
taking a rate which has been filed under a condition and finding that it 
is too high. 

Mr. Bucy. Right offhand, I cannot give you an answer to that, but 
I know that we are frequently in cases before regulatory bodies, the 
Interstate Commerce Commission as well as the Maritime Board, 
where we have been urged by farm groups generally to participate 
because they feel that the rate is too high or where its application 
would increase the rate, that the increase is not justified on agriculural 
commodiies, so that I would not be at all surprised if we had had a 
request in the maritime field as well as in the rail and truck transporta- 
tion field, but I cannot put my finger on it offhand specifically. 

The CuarrMan. We want you to find out so that we can put it in the 
record. Will you cite it? 

Mr. Bucy. I will be glad to, Mr. Chairman. 

(The information referred to follows:) 





The answer to the question as to whether any farm organization has requested 
the Department to assist in obtaining lower shipping rates is that no national 
farm organization has made such a request. However, the Department has 
been asked by the Northwest apple and pear producers and shippers and the 
Florida citrus shippers to assist them in having their ocean rates adjusted. 


The Cuarrman. Mr. Crinkley, of Isbrandtsen. 
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STATEMENT OF MATTHEW S. CRINKLEY, EXECUTIVE VICE PRESI- 
DENT, ACCOMPANIED BY JOHN J. 0’CONNOR, ISBRANDTSEN CO., 
INC., NEW YORK 


Mr. Crinxiry. My name is Matthew S. Crinkley. I am executive 
vice president of the Isbrandtsen Co., Inc., of New York City, and I 
appear to oppose the passage of the resolution here involved and wish 
to make a statement as to the reasons for our opposition. 

The Isbrandtsen Co., Inc., and its predecessor company, have been 
operating ships on American foreign-trade routes since 1916. Until 
1938, the company’s predecessor operated foreign-flag vessels ex- 
clusively, but since 1938 Isbrandtsen operations have been shifting to 
American-flag shipping, which comprises most of its shipping today. 

The Cuarrman. By the word “shifting,” you mean you have not 
gone wholly under operation of American flag? 

Mr. Crinxiey. No. 

The Cuarrman. You say “shifting.” 

Mr. Crrnkiey. Have been shifting to American-flag shipping. 

The CuarrMan. Yes. 

Mr. Crinxiey. Which comprises most of its shipping today. 

The Cuarrman. That means that you are both in foreign operation 
and in American-flag operation ? 

Mr. CrinkeEy. In a very limited way in foreign-flag operations. 

I say further, in the very early future, Isbrandtsen intends to oper- 
ate exclusively with American-flag vessels. 

Isbrandtsen has never been, and is not now, a member of any of the 
steamship conferences, and is the largest independent steamship line 
operator in the world. 

There are approximately 125 steamship conferences operating on 
American foreign-trade routes and in almost all of these conferences, 
all matters are decided by majority vote, which means the foreign 
lines dominate these conferences and can exercise control, if they 
so desire. 

Of the 125 steamship conferences operating on American foreign- 
trade routes, at our last count, 62 used the conference-contract dual- 
rate system and 63 conferences did not. 

Of the 75 American-flag ship operators on American foreign-trade 
routes, 41 are members of the conferences and 34 are not. Of the 41 
American-flag lines who are conference members, only 24 are mem- 
bers of conferences which use the conference-contract dual-rate system. 

As to the American foreign-trade routes on which 63 conferences 
operate, but where the conference-contract dual-rate system is not 
used—rates and sailings are as stable as on those routes where the 
conference-contract dual-rate system is used. 

Even this bare and restricted recital of basic facts fully proves the 
falsity of the distortionate contentions of conference proponents as 
to the conference-contract dual-rate system relating to stability of 
“ates and sailings and the interests of American shipping. 

The use of the conference-contract dual-rate system on American 
foreign-trade routes is contrary to the general public interest. 

The plain and simple purpose of this conference-contract dual- 
rate system is to destroy and/or prevent independent competition. 
If the conferences could realize the complete, so-called stability of 
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rates they seek, it would mean the absolute end of any price or rate 
competition. Any contrary statement by conference spokesmen can- 
not possibly stand up or be substantiated. 

Shipping on foreign-trade routes is international in character since 
either the load or discharge ports are in other countries and, accord- 
ingly, no effective governmental control of rates is possible. In this 
country we allow certain monopolies, such as public utilities, but in 
every case prices and rates are completely controlled in the public in- 
terest. It can hardly be considered to be in the public interest to per- 
mit these international shipping cartels to use a device which generally 
enables them to attain an actual monopoly—and with no governmental 
control of rates. Under the circumstances, the public interest will be 
protected only by the presence of energetic and bona fide independent 
competition. Letinnt 

Next, consider that all the conference steamship lines are common 
carriers. This means each and every one of them has the inescapable 
obligation to extend to any and every shipper the same rates, terms, 
and conditions for the same transportation. Otherwise, you might 
as well permit, for instance, the domestic rail carriers to use the con- 
tract dual-rate system, with a higher rate applied to the cargo of ship- 
pers who would not contract with rail carriers to boycott air, motor- 
truck, or domestic water carriers. 

It has been and is a basic public policy in this country to foster 
and encourage the competitive, free-enterprise system. This policy 
has had much to do with the enormous growth of American industry 
and the high standard of living enjoyed by the American people. In 
this country we do not favor the fixing of prices or rates, the control 
of production, the pooling of revenue or income by agreement—yet 
all of these things are freely permitted the steamship conferences on 
our foreign-trade routes. Surely, it is dangerous and against the 
public interest to permit the steamship conferences, in addition to 
these monopolistic privileges, to use an exclusive patronage conference 
contract dual-rate system designed to completely suppress any real 
rate competition. This situation is spotlighted even more when it 
is realized the steamship conferences on American foreign-trade routes 
establish freight rates generally on what the traffic will bear and this 
cannot be seriously disputed. 

Naturally, under such a setup, when business is active many of the 
foreign lines especially will realize sufficient profits to pay for their 
ships in 5 years, or less, considering their favorable position with 
respect to taxes—and all this at the expense of American importers and 
exporters. The use of the conference-contract dual-rate system tends 
to perpetuate such an arrangement. 

It is significant that no department of the United States Govern- 
ment engaged in shipping goods abroad may sign a conference con- 
tract because of the desirable legal necessity for purchasing materials 
and services competitively. These conferences, comprising a pre- 
ponderance of foreign lines, have graciously permitted departments 
of the United States Government to enjoy their so-called contract 
rates without requiring or forcing these departments to sign exclusive 
patronage contracts. But why should the ordinary American exporter 
or importer be denied his natural rights and privileges to similarly 
purchase goods and services competitively ? 
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An examination of the contract forms used by the conferences in 
their conference-contract dual-rate setup will show how vicious they 
are. These contracts would bind American shippers to ship exclu- 
sively with members of the conference, but, on the other hand, confer- 
ence lines do not obligate themselves under the contracts to carry 1 
pound of cargo—they simply state they will take the shipper’s cargo 
on any vessel they can arrange, or some such similar language. There 
is talk that by conference membership shippers are enabled to make 
plans for future forward periods. All of the conferences’ contract 
forms provide the conference with the right to change rates on 60 or 
90 days’ notice. Further, a responsible independent carrier is fully 
as able to quote forward rates as any conference group of lines and 
customarily does so. 

It must be remembered that most American shippers, from a busi- 
ness standpoint, have been born and raised under the conference setup, 
accepting the conference-contract dual-rate system, and like those 
born under a dictatorship, do not always realize what the lack of 
their natural rights and liberties involves. This is well illustrated 
in the cotton trade for it is a fact that only when independent com- 
petition has been active have the cotton shippers been able to get con- 
siderate treatment from the conferences in the matter of freight rates. 

The present conference contract rate on cotton from United States 
gulf ports to Antwerp, Hamburg, and Genoa, which involves inciden- 

tally voyages of from 15 to 25 days, is $1.65 per 100 pounds. To the 

port of La Guaira, Venezuela, only 4 or 5 days from gulf ports, and 
where there is no independent competition, the conference rate is also 
$1.65. To Valparaiso, the conference rate is $1.80 per 100 pounds; 
to Buenos Aires, the conference rate is $2.95 per 100 pounds; to Yo- 
kohama-Kobe, the conference rate is $2 per 100 pounds; and to Bom- 
bay, India, the conference rate is $2.55 per 100 pounds. 

In those latter trades there is no substantial and in some cases no 
independent competition. 

I might add that all conferences and independent tariffs carry an 
item by the name of “general cargo” which means items that are not 
specified by name. 

The conference lines operating to India or my company would be 
quite happy to have that cargo at $40 per payable ton. There is 
competition there and I say that rate is profitable for an American 
ship. Yet, on general cargo, to Venezuela and Colombia, very short 
distances away, where there is no independent competition, the gen- 
eral cargo rate is $60 per ton, to the west coast of South America . $80 
per ton. Or take the case of leaf tobacco in hogshead. The confer- 
ence-contract rate to continental Europe—: Antwer p, Rotterdam, and 
Hamburg—where there has been independent competition—is $2 per 
100 pounds, and to Bombay, India $2.65 per 100 pounds. The con- 
ference contract rate in certain trades where there has not been ac- 
tive, independent competition compares about as follows. 

I might say that the rate is on a weight or measure basis but trans- 


lated per hundred pounds, it works out: 
Per 100 pounds 
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What about rate wars and cutthroat competition? The conference 
contract rate system has no bearing on that particular matter. I can 
tell you of a serious rate war which erupted when the conference- 
contract system was not in use and another where the conference-con- 
tract system was in use. I can cite an instance in a trade between 
foreign ports where all the lines serving were conference members and 
Ww here the conference contract rate system was in force, yet a rate war 
developed and went so far that for a short time those conference lines 
carried freight from England and continental Europe to India free. 

Under existing law, the Federal Maritime Board has very con- 
siderable authority to deal with unfair trade practices as to shipping 
on American foreign trade routes. The quoting of rate-war rates 
under the cost of handling i is obviously an unfair trade practice and 
one which could be dealt with by the Board. I think the Board must 
and will more fully exercise its regulatory ability and authority in 
the future and, if so, it should be able to reasonably cope with this type 
of problem. 

Isbrandtsen has carried on a long and costly fight against the 
conference contract dual-rate system, w which we have always considered 
a vicious and unlawful practice. One reason can be stated as follows: 

Take the Far East trade—the Far East conference was comprised of 
23 lines, 18 of which were foreign and 5 were American. Under 
majority vote rule, the foreign lines certainly dominated and they 
could control the activities of th: at conference. Isbrandtsen operated 
independently of that conference, in which connection I will comment 
later. Isbrandtsen used only American-flag vessels purchased from 
the United States Government, but found as to American shippers, 
especially those large American shippers who have required more 

sailings than a single carrier could provide, were forced by the use 
of the contract dual-rate system to contract with the conference to, 
in effect, boycott our American ships. Why? Because we would not 
join this conference and thus subject ourselves to domination and 
possible control by foreign lines. 

Although our vessels were owned and operated by American citi- 
zens—constructed in American shipyards and handled by American 

samen on American trade routes—in effect, those foreign lines, by 
the use of the conference contract dual-rate system, denied us access 
to any of the business of many important American shippers. Such 
a situation was and is intolerable, as all will agree. 

Why does not Isbrandtsen join the conferences? Suppose the ques- 
tion were worded differently, but with the same meaning. Why does 
not Isbrandtsen join the international cartels? Would any answer 
really be necessary ? 

However, it might be interesting to know that on a number of 
occasions Isbrandtsen has stated public ‘ly we would join all the con- 
ferences in sight, more, even fight to get in. if necessary, if: 

(1) Any way was ever found to insure that conference members 
would honor their promise and their word as to maintaining agreed 

rates. 

(2) The conference lines, realizing the export-import business of 
the shipping public is their own bread and butter, would themselves 
set up substantial and effective trade dev elopment facilities in the 

various countries they serve to seek out and build up business oppor- 
tunities for their shipper customers and, consequently, for themselves. 
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(3) Appreciating the substantial and important bearing of freight 
rates on the landed and competitive price of exports-imports, as to 
the countries they serve, the steamship conferences would take the 
initiative and continually investigate and adjust freight rates where 
needed and possible, without necessarily waiting for shippers to raise 
the question and plead for action. 

The above sets forth a sound and constructive program which, if 
effectuated by the conferences, would mean much to American foreign 

trade and to the conference members themselves. Under a setup of 
that kind the conferences would not have to rely upon coercion of 
shippers for support but would earn and deserve support. Isbrandtsen 
would certainly want to participate in any such constructive program. 

In this statement I have not been able to comment on all considera- 
tions involved, but I am entirely willing to answer any questions or go 
further, if requested. I can see many sound reasons why the exclu- 
sive patronage conference contract dual-rate system should not be 
yermitted on American foreign trade routes, and no sound reason why 
it should be allowed. 

Finally, I take the liberty, hoping none will be offended, to suggest 
that all concerned with the proposed legislation, if at all possible, read 
the report of the famous Alexander committee, H. R. Document No. 
805, 63d Congress, second session. The investigation of this commit- 
tee led to the enactment of the Shipping Act, 1916. The facts devel- 
oped and reported by this committee are timely and pertinent to the 
present situation. 

I should like to say further, if I might be permitted, that Mr. 
O’Connor has spoken to me about certain questions which were asked 
as tocompany policy and made a note of them. 

I would like to answer them, if I might at this time. 

First, there was a question as to w hether or not we would join the 
conferences if we are subsidized. 

The answer is we do not plan to join the conferences if we are sub- 
sidized for tworeasons. First, there is a precedent already established 
by the Board that American subsidized lines do not have to belong to 
conferences. That was set up with subsidization of the Robin Line to 
South Africa, who, incidentally, competed directly with the American- 
South African, now the Farrel Lines, in that trade. Robin was not 
a member of that conference and not so during the many years they 
operated under subsidy. 

Another reason is that, as I think would be gathered from my re- 
marks, we are against conferences unless a far more constructive pro- 
gram would be : adopted, as is not the case. 

As to our foreign-flag operations, I wanted to comment as I did 
in my statement that Isbrandtsen is moving toward using American 
ships exclusively, but on the other hand when we speak “about con- 
ferences we are actually talking about something where there are about 
400 lines in the conferences operating on American trade routes and 
about 360 out of those 400 lines are foreign lines, so that I do not 
know exactly the significance of the question but I believe I have 
answered it. 

The question has been raised about us as a rate cutter. I have no 
apology to make there for furnishing American exporters and im- 
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porters with competitive rates. For all of the years since my com- 
pany has been in existence and its predecessor company, we have 
managed to scramble through with a profit except for 2 years. 

I would say this: If we as an American operator have been able to 
operate at cut rates, unsubsidized as one of the highest cost carriers 
in the trade; and do that profitably, I do not know why anybody has 
any real honest objection. 

The question has been raised as to whether or not we are an in- 
dustrial carrier bringing in our own goods principally. Our com- 
pany does a quite substantial commercial business but only about 5 to 
10 percent of our goods move on our own ships. We are not anywhere 
at all as large as, for instance, good conference lines like Grace and 
the United Fruit who have tremendous commercial interests and 
which move on their own vessels. We have a large business in the 
import of green coffee. Not one pound moves on our vessels. We 
import substantial quantities of raw rubber. Not one pound has 
moved on our vessels in the last 2 or 3 years. 

We attempted to buy rubber on the basis that we could put it on our 
vessels but the conference contract system was applied apparently 
too rigidly there for the shippers to feel that they might do that. 

We import and export grain. At times we carry it on our own 
vessels. At times we ship with other carriers. 

We import oil, some of which comes in vessels we charter and some 
of which we ship with established lines, preferably American lines, 
so that I should say that our position is we do substantial commercial 
business, but, for one reason or another, there is a very, very small 
proportion which comes on our vessels. I wish it were more. 

I believe that those are the questions that were raised. 

A question has been brought up concerning our operation out of 
the United States gulf ports. We began a service from the gulf ports 
to Antwerp, Rotterdam, Hamburg, and French ports in 1947 and in 
that we used principally foreign-flag vessels. 

However, some over 2 years ago, we entirely disposed of that line 
to our former agents in Holland, Messrs. Vinke & Co., who used 
Dutch vessels. They have been served by our branch offices since that 
time in our capacity acting as agents. 

We are in the process that I spoke of, of shifting entirely and ex- 
clusively to American flag vessels, of disposing of all of our interests 
that involve foreign flag operations, so that we have set up a separate 
corporation to take care of these branch offices under the name of 
Amerind Shipping Corp., and we expect to and are in the process of 
disposing entirely of those corporations, in line with our intention 
and decision to engage exclusively in American shipping. 

I think one more point might be made in that connection. That 
is, that there are quite a number of American lines, including one 
which was identified yesterday (States Marine), very enthusiastically 
by its counsel, are probably one of the largest agency firms acting for 
foreign lines in this country today. 

I do not necessarily contend that that is to be held against them. I 
am just saying that for an American shipping company to act as 
an agent for foreign lines is something that quite a number of the 
concerns do. 
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That is the extent of my voluntary statement, sir, but I should be 
very glad to answer any questions that might arise or make any 
further comment that may be desired. 

The Cuatrman. Mr. Allen. 

Mr. Auten. Mr. Crinkley, there was a statement by Mr. Labagh, 
I think, that had to do with the carriage of cargo from the west coast 
to Puerto Rico and he indicated that there was some considerable 
confusion and difficulty arising from the fact that with two freight 
rates a shipper found himself with complaints from his several 
customers because of the difference in rate. He said that the custo- 
mers would like the shipper in that case to equalize the rate. 

What is the point there from your point of view as to whether there 
is confusion or what they commonly call chaos, for want of a longer 
word, I guess, in the trade? 

Mr. Crinxtey. I think just a very short explanation of the situa- 
tion which developed would probably answer several different ques- 
tions including the one you spoke of. 

After some substantial increases in stevedoring expenses and other 
cost items, about a year ago, the lines engaged in that trade con- 
sidered that it would be necessary for them to make some compen- 
sating increase in freight rates. 

At the initial stage I believe there was only one other carrier in the 
trade but a strong conference member of a conference that formerly 
existed there which I believe he contended was being maintained al- 
though the other member was not active, and that carrier announced 
a 15-percent increase in rates. 

We had sent a man to the coast to contact the shippers and find out 
how their competitive situation would be affected with increases in 
rates. 

We likewise were making a study to establish in just what amount 
our rates should be increased to cover our increased expenses. 

We accordingly were asked by the Canners League as to canned 
pe not to quote a lower rate than a 15 percent increase which had 

een announced by the competing carrier because they considered 
that this confusing factor would arise. 

The rice people in California were very certain that such a heavy 
increase would very seriously affect their competitive position in 
rice in Puerto Rico and they were very earnestly soliciting us. They 
knew some increase had to be made but not to the extent of 15 percent. 

We wound up there by increasing the rate on rice 714 percent and 
making the full increase of 15 percent on the canned goods, as has been 
requested. 

Mr. AttEN. It seemed to me—— 

Mr. Crinxiry. That is not quite the end of it. I will bring up the 
point that he talked about. 

Shortly thereafter, about a month and a half or two months, a third 
carrier, namely, States Marine, announced that they intended to enter 
the trade from California ports to Puerto Rico and they announced 
that the scale of rates they intended to establish were the old rates be- 
fore the increase in expenses, and so forth, plus 714 percent. So there 
you had a situation that 2 of the 3 carriers involved had increased 
canned goods and dried fruit by 15 percent, one of the carriers had 
the old rate plus 15 percent on rice, we had 714 percent increase on 
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rice, and States Marine quoted 714 percent increase on rice and other 
cargo items, and with the fact that States Marine was a new operator 
and many rumors were going about, there was considerable confusion 
in the matter. 

In that case, of course, where rates are controlled by the Maritime 
Board, we and the other carriers joined in asking that permission 
be given to file a short-term filing of a tariff calling for the old rates 
plus 714 percent, uniform, to restore, to get away from some of the 
confusion, but end these rumors this way and that, and that we would 
later have to study the question as to whether further increases would 
be necessary, in which direction we have not moved nor have the others 
since that time. 

Mr. Atuen. That brings me to the fundamental question which has 
been giving me some trouble. It would seem to me that in the matter 
of transportation and the rates of common carriers, you have to make 
a decision as to which philosophy you adhere to, whether it is better 
to have a regulated system as to that item in the cost of the goods that 
are involved and set up something like the Interstate Commerce Com- 
mission or a conference-rate system that is mandatory or made virtu- 
ally mandatory by some device like the dual-rate system, or whether 
you leave the carriers to the field of an independent competitive busi- 
ness where they can compete as suits their own best interests. 

As I said to Mr. O’Connor, it seemed to me that Isbrandtsen went 
further toward the individual competitive viewpoint and that the con- 
ference dual-rate system went toward the regulated mandatory tax 
concept. 

Am I right or wrong? 

Mr. Crinkiey. I would say in that respect that even as to domestic 
transportation which is completely controllable by our ICC or other 
authorities that public policy has been against freezing a single freight 
rate structure for all. 

The gentleman testified this morning that many of the inland water- 
way carriers are not even regulated in our domestic setup and their 
rates are certainly different. 

I should say that you can ship steel from Pittsburgh to New Or- 
leans by rail and you will pay one rate; possibly by motortruck, 
depending on the type and size of shipment, and pay an entirely dif- 
ferent rate; and ship by barge and enjoy a much, much lower rate 
because of the natural economies of water transportation. 

I do not think for a moment that we ought to take the highest cost 
operator, whether rail or truck, and from now on all cargo moving 
from Pittsburgh to New Orleans must be carried for a single rate. If 
that is true in domestic commerce where both ends of the transaction 
are within our own jurisdiction, if it is the policy to maintain some 
difference in rates and some competition, it is 10 times more important 
that such a thing be present and true in our foreign trade simply be- 
cause, as to many, many and most of the items of goods that we ex- 
port, for instance, whether they be agricultural to some extent or 
manufactured goods, the competition in overseas markets is terrific. 

It has not been 2 months since General Motors in their export work 
made a public statement in New York that they had been forced out 
of several overseas markets by high freight rates, so I should say it 
is very much to be desired that some definite rate competition be main- 
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tained in foreign trade rather than any concept that all the rates must 
be a single fixed figure and particularly if it is left to the carriers, in 
effect, to do the fixing. 

Mr. ALLEN. Well, does that sort of confirm the thought that I had 
that it would be your philosophy to leave some competition in the 
conditions that exist in ocean transportation but that most of the other 
American-flag carriers have come to a conclusion that they want as 
near a single-rate system without competition as they can accomplish ? 

Mr. Crinxiey. Well, I think they are wrong and I do not hesitate 
to say so. 

Mr. Aten. Let us get it in two parts. 

First, do you and they disagree, and second, are they right or 
wrong? 

Mr. Pras We very violently disagreed on more than one 
groun 

First of all, there may be some soundness in a policy of enabling 
carriers to get together and, by their own agreement and without any 
regulatory control, fix freight rates. Maybe there is good reason for 
that. Otherwise the 1916 act would have never been put on the books. 
But there would be a vastly different thing there from saying “We 
are not only going to let these people get together and without any 
control fix the rates that the American exporters and importers are 
permitted to pay,” and, second, say, “Let them do something that will 
put out anything that will make for competitive sales.” 

We have felt that carriers particularly in foreign trade have to be 
more flexible than this old overworked word of “stability” means be- 
cause foreign trade is flexible. The competitive conditions change, 
and if you have too much so-called stability which really means in- 
flexibility, you see American markets disappearing; and, incidentally, 
except for aid program cargo, American markets are disappearing. 
I will mention that in my early days with Isbrandtsen, and I have 
been with them since 1930, probably the biggest single item of manu- 
factured goods that went into export was automobiles and American 
automobiles were used everywhere in the world. 

Last year, the greatest exporting country on automobiles was Great 
Britain, not the United States, and that is happening with many, 
many different items, so that any concept of freezing any rate-making 
setup where the benefits of flexibility are lost is going to damage serl- 
ously, in my opinion, the foreign trade program of our country con- 
cerning the agricultural and manufactured goods and this is based on 
experience in ‘both fields. 

I have worked in the field of export. Before I went in the ship- 
ping business I worked in the leaf tobacco export business in eastern 
North Carolina for about 10 or 12 years. From there I went into 
shipping. I have both sides of the question in my experience. 

Mr. Auten. Would the operation of this Supreme Court decision 

materially affect the policies under which the American lines that are 
in the dual-rate system have been operating ? 

Mr. Crrxxtey. I think it would force them to consider the matter 
in the same light as the 63 conferences who do not and have not used 
the system since World War II. Surely, if 63 conferences have not 
found it necessary, have not experienced rate wars and comparable 
circumstances but have been going along in an ordinary and stable 
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way as much so as those that have used it, it is rather fantastic for it 
to be claimed seriously that the use of this practice is necessary to 
avoid rate wars and all the horrible conditions that have been fore- 
told. It is happening before our eyes. There are 63 conferences 
that do not use it. How can they do it if the position taken by these 
people is true? 

Mr. Auten. Is it not equally true then that if 62 have considered 
the dual-rate system as necessary or desirable that it would probably 
be well from our standpoint who have no interest in either one to so 
handle the present problem that we would have a definite determina- 
tion after the period of study that this bill would provide. 

Mr. Crinxiey. Well, I would answer that, sir, in not the slightest 
disrespect about it, I would say that if your reasoning is going to be 
in that direction and considering the long story which has been put 
before Congress by the railroads, surely you should give them the 
same type of thinking to stabilize their conditions and make their 
revenues suflicient by enabling them to force by economic pressure 
people who must use the railroads to boycott any other form of trans- 
portation that might offer a different rate. 

I think it would be going a long way for the American Congress 
to say to American shippers, “We are going to put legal authority 
behind something where you must subject yourself to foreign lines as 
to whatever rates they may impose.” 

Take the Pacific Coast-European Conference, which is an important 
trade, sailing from Oregon, Washington, and California to conti- 
nental Europe. It is a big trade with a lot of lines in it. I think 
there are about 20 lines in it. I haven’t a count. That is the Pacific 
Coast-European Conference. 

There is one American carrier in that trade and they are not too 
regular. 

If you say to American shippers, “We are going to legalize a device 
where, in effect, you must sign to not take advantage of any competi- 
tion that is offered you with a group who are left complete freedom 
to set their own rates,” and for all practical purposes they are all 
foreign lines, I do not think that is good policy, and I do not think any- 
body in the United States would say it 1s good policy. 

Mr. Auten. If the bill said that, I might go along closer to the view 
expressed, but it seems to me that the bill says that there has been a 
condition in existence for a number of years and a trade has developed 
which is accustomed to that condition, and the bill says that that 
condition has been challenged as to its legality and the bill would 
provide an interim period during which it would remain a legal 
practice but subject to complete examination for the determination of 
permanent policy. 

Mr. Crrnxiey. I should say this: That if a thing was wrong to start 
with and these lines have been able, in the slang, to get away with it, 
and somebody has finally brought them to book and proved by court 
decision not once but several times that they have been every day for 
the last 380 years violating United States law, I do not think it is con- 
sistent to say, “We have got to allow them some more time so that we 
can adjust this thing and we can think about it in the meantime and 
see what goes on.” 
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Mr. Aten. Does that mean that you agree that it has been going 
on and has become an accustomed practice up until the present time? 

Mr. Crrnkxey. It has in 62 trades. In 63 trades it has not. 

Mr. Auten. T hank you, Mr. Chairman. 

The Crarrman. Suppose you develop that automobile situation a 
little more. Is it due to freight or due to some other factors? 

Mr. Crrnxtey. I did not quite hear. 

The Cnarrman. You mentioned the automobile situation. Is that 
due to freight rates or to what is it due ? 

Mr. CrinkiEy. That was a statement made by a representative of 
General Motors in an export association meeting in New York within 
the past 3 months. They had lost certain overseas markets because 
their freight charges had become so high. 

The Cuatrman, That is kind of like the French designers of wo- 
men’s wear bringing this new garment into the country, something 
like that. They are bringing a car in here that is not built in America 
and the flair today is to purchase that car. 

Mr. CrinKLeEyY. Yes. 

The Cuammay. Is it the freight rate or the flair for something new 
and different ? 

Mr. Crrnkiey. I am sorry, there. I am afraid that I did not make 
the point clear that I was seeking to establish. I was not comparing 
the fact that the United States used to export so many automobiles 
and now actually imports a great number which is true, incidentally, 
and has some background in the reasons you state there, very clearly so. 

I am stating that insofar as the world of export markets is con 
cerned, that the United States, from the day of the beginning of the 
automobile age up until just a few years ago, was the lar gest exporter 
of automobiles in the world in all the overseas markets. 

The Cuarrman. Is it true that more automobiles are imported than 
exported ? 

Mr. Crinxey. I am not dealing with that phase of the question at 
all. Iam saying America has lost. 

The Cuarrman. Is it a fact that some of our great automotive pro- 
ducers have put plants in other countries that, therefore, eliminate 
the exporting of automobiles manufactured in this country ? 

Mr. Crinkuey. Yes, sir. I am personally very, very concerned 
about that question. 

The CHarrMan. But you have put that in the record as a part of 
this rate business. I wanted to develop it further. 

Mr. Crinxey. I will try to doso. 

The Cuarrman. You need do it no further because I think we agree 
that it is not exactly as you put it in the record the first time. 

Mr. Crrnxiey. No, sir; I would not like to leave it that way. 

The Cuarrman. Let us go ahead, then. 

Mr. Crinxiey. I wanted to say that for a great many years the 
United States of America was the greatest exporter of automobiles 
into overseas markets generally. 

The Cuamman. What did’ the freight rate have to do with it? 

Mr. Crinxtey. I will come to that In a moment. One of the chief 
participants in building up that huge export business, General Mo- 
tors, has said this. I have not said it. I do not know their cireum- 
stances. They have said within the past 3 months that in certain over- 
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seas markets where they formerly had substantial business they do 
not have substantial business now because, as they put it, “high freight 
rates have killed us.” 

The Cuatrman. That is what I understood you to say. That is not 
your statement. That is their statement. 

Mr. Crinkxiey. That is their statement. 

My statement is that the conditions are changing so fast in foreign 
trade that there must be a certain amount of flexibility in freight 
charges, and I pointed out just one thing. We used to export a huge 
amount of automobiles. We led all the rest of the world put to- 
gether, whereas in the last couple of years England, and with other 
E uropean countries coming close behind, have far outstripped us and 

taken many of our export markets away, different in models and size. 

The Cuarrman. That has nothing to do with ec onomy. 

Mr. Crinkiey. Freight rates come somewhat into the picture, I 
judge, because General Motors made the statement. 

The CuarrmMan. Did they puta plant out of the country? 

Mr. Crinxey. As I say, that is another side of the picture. 

The Cuarmman,. That is the plant that manufactured all the auto- 
motive parts for Germany in World War II, is it ¢ 

Mr. Crinkiey. I expect so. 

The Cuarrman. You brought this up. You charge it up to freight 
rates, unless we develop it. 

Mr. Ray. Mr. Chairman. 

Taking your figure, 62 conferences with dual-rate practices and 63 
without, « can you associate with each group the extent to which com- 
petition hasexisted? Is there a difference ? 

Mr. Crinxtey. I do not have the detailed information in answer 
to that question but I believe that the Maritime Board has made a 
study in that respect and I believe that they can supply that informa- 
tion. I do not have it broken down into detail. 

I do know that as to some of the conferences where they do not use 
the system there is some indication but I cannot specify in detail the 
information for you. 

Mr. Ray. That is all, Mr. Chairman. 

The CHarrman. Mr. Mailliard? 

Mr. Matiurarp. Mr. Chairman. 

Following ‘Mr. Ray’s question, it seems we could pursue it a little 
bit. We did develop a day or so ago that at least in one conference 
there was no indication when a dual-rate system was put in and now 
there is. 

Can you draw any conclusions from the knowledge you have as to 
whether it can be shown that the dual-rate system has destroyed inde- 
pendent competition which already existed? Is there any direct 
relationship between whether a conference uses a dual-rate system 
and the outside competition ? 

Mr. Crinxtey. I believe I can illustrate rather simply that that 
is so. 

I would like to precede that remark by stating that I believe the 
conference contract system has been utilized more effectively in pre- 
venting independent c ‘ompetition in recent years than it has been in the 
destruction of independent competition. If it has been in effect a 
long time the effect is cumulative and gradually the independents 
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have been knocked out or scared out or anything else. But Lykes 
wanted to initiate service to southeast Asia some years back. They 
applied for membership in the conference and were not let in in that 
particular case but the conference was using the dual rate conference 
contract rate system. Lykes found that under those circumstances as 
a nonmember they could not get enough business to exist and so they 
complained about it very violently and bitterly to the Board. 

My own comment about it was that when it got to that state the 
conference let them in and the question became moot. 

I am just saying that the principal effect of the conference contract 
dual-rate system has been to prevent the development of independent 
competition generally. 

Mr. Maru1arp. I am interested in this denying admission to a 
company. A number of times it has been said in these hearings that 
a conference cannot do that. 

Mr. Crinxiey. That is the regulation that has been developed by 
the Maritime Board and is generally in force. 

In that particular case I do not know what was behind the com- 
plaints. It might have been that proceeding in that direction might 
put some pressure on the Board to issue an order that they should be 
let in or that it be done by a practical consideration. 

I think the latter was what helped. 

Mr. Mariurarp. Do you have other instances where conferences have 
denied admission ? 

Mr. Crinktey. There has been any number of those. 

Mr. Mariurarp. What is the procedure? 

Mr. Crinxiey. Usually what happens there is if it is an American 
carrier that is being denied, usually, or incidentally if it is a foreign- 
flag carrier, too, I believe a complaint is made to the Federal Mari- 
time Board and they investigate the matter and, if they find that the 
newcomer is being kept out of the conference for improper reasons, 
they order the conference to admit it. 

Mr. Matrurarp. Are there any proper reasons for denying it? 

Mr. Crrnxey. I think so. I think the operator must be of suf- 
ficient means, for instance, to have a reasonable expectation that when 
he takes on other people’s cargo he will have it fixed so that he can 
-arry the ship to the destination, and so forth. There are certain 
conditions. 

Mr. Mariiiarp. But assuming that it is a competent operator with 
adequate resources, they should not have been denied admission to 
the conference ? 

Mr. Crinxiey. I would not think so if you are going to allow the 
conferences at all, and we are. We have legalized them fully. In 
essence, if you are going to let them exist they should not form an 
exclusive club because they do not own the ocean although many of 
the lines seem to think so. 

Mr. Marmu1arp. It seems hard to get any statistical data. We have 
one side come in and give us a specific example. I believe the Gulf- 
Mediterranean was one where there was no dual-rate system, There 
was no competition but now that there is there are four competitors, 
and yet you can cite reverse examples. 

Mr. Crrn«tey. I think the answer to that is that almost each case 
has some logical explanation if it would be developed. 
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Just after World War ITI all of the conferences did not immediately 
reestablish the dual-rate conference contract system they had used 
previous to the war. They were allowed to lapse. Some conferences 
immediately put that system back into effect and. others did not. 

In the period just after the war, for the first 2 or 3 years, almost 
all of the cargo that went to Europe, and I w ould say that probably 
included Mediterranean Europe, was Government cargo. Nobody had 
any money over there to buy even food, so that we had the relied ad- 
ministrations and they were the big shippers. There was practically 
no private business. 

In about a year and a half or two and a half years after the war, 

‘ade gradually began to come in and the orderly marketing practices 
cane to take place and shipping began to adjust itself accordingly, 
and it was along in that stage that still other conferences that had not 
used the system before put them i In. 

it can be very likely that in that previous period when practically 
everything was United States Government cargo of either the relief 
agencies, UNRRA, or MSTS or some division of that, that there 
would be relative stability but when it came to be a matter of every 
American that wanted to get into the export business might do so, 
then the conditions changed. 

Mr. Marmutarp. Incidentally, Mr. Crinkley, I would like to say 
that I think your statement 1s a very good one and contains some 
meat. Most of the argument that we ‘heard from your distinguished 
colleague here was in very handsome language but did not have ver y 
much factual information. 

I think you have given us some. 

I would like to see if you could explain the reasons for some of 
these facts that you set forth. 

Mr. CrinKey. I would be very glad to do that, sir. 

Mr. Marti1arp. With what appears to be exorbitant freight rates 
that you have listed here in certain trades on page 4, I would think 
there would be an ample opportunity for an independent like your- 
self to move into these trades. Why should it cost more to transport 
tobacco to LaGuaira than to Bombay ? 

Mr. Crrinkiey. Why should it cost more? It should not. There is 
a factor. 

Mr. Mariurarp. There must be a reason. 

Mr. Crinktey. There are several factors that go into ratemaking. 
There are the characteristics of the commodity, its weight compared 
with its measure, how much room it will take in the ship. here is 
a susceptibility to damage as to its value so that if there is a loss the 
carrier is faced with the increased liability and there are the other 
considerations, the general voyage expense that is involved. 

For instance, if I am going to take a ship and send it 15 days away, 
I have 15 days’ expense to ‘charge against the cargo that is in that 
vessel. If I am going to send something that may be 5 or not over 
10 days away, I “have a much much lesser voyage expense than I 
w ould have in the other case so that, while there might be some varia- 
tion in the factor, let us say, on leaf tobacco going to Bombay as 
compared to Venezuela, it is my own guess that the “volume is not a 
determining factor there. 
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I think altogether it is a matter of competition. You have $2.65 
to Bombay and you have the equivalent of a $5 a hundred-p: ound 
rate right downstairs to LaGuaira. 

Mr. Matx1arp. What about your own freight rate as an inde- 
pendent? Would you show similar variances on short hauls as against 
long hauls in the same commodity ? 

Mr. CrinKLeY. Our position has been this in a general way with 
respect to rates: Where we have tried to operate and where the 
conference contract dual-rate system was being used, it forced a very 
unnatural and unsound choice upon the shipper. He had to content 
himself with the sailings we could provide. 

For instance, to the Far East, there are 25 lines there and if most 
of them have more than 1 sailing a month there might be 35 or 40 
sailings a month. 

The best we could do would be two sailings a month. 

Obviously anybody with a need for more sailings a month than that 

‘annot use us, would have to pay a higher price to conference lines 
unless dual-rate contracts were signed. 

It has been necessary for us to offer an inducement. We have con- 
sidered soundly that the conference contract system was unlawful 
but it was permitted. It has a differential between contract and non- 
contract rates so that as a competitive measure against that we have 
generally tried to quote a differential under that as an offset. 

On the other hand, we have advertised to everbody in the world 
that will read advertising, both here and abroad, that with respect to 
freight rates we are prepared any time to sit with the shipper and 
work out with him to see whether it may be possible for us to quote a 
freight rate which will enable him to do business. 

At times we have had to decline an adjustment of rate because the 
rate required meant that the carrier would carry at a loss in order 
that the shipper might make a profit, which is no sense. 

At other times, we have been able to show very great reductions. 

I will give an illustration, which I think will answer your a 
The rate on leaf tobacco before the war to German points was 70 
cents or maybe 80 cents but let us call it 90 cents or one dollar per 
hundred pounds. In 1946 and 1947 the conference rate on tobacco 
to those places was $3.20 a hundred pounds. That was a wartime rate 
which had never been changed. 

The Government of the United States decided to ship 60,000 hogs- 
heads of tobacco to Germany to be utilized for employing German 
workmen in German factories in breaking the tobacco black market. 
I guess we know what that business came to be. That was 30,000 tons 
of tobacco. The men that were administering that program decided 
that that rate was entirely too high. They tr ied to get some reduction 
from the conference, as they told me, and then they came to us and with 
American ships, no subsidy, and a very satisfactory profit, we quoted 
a rate and carried a substantial part of it, not all, at $2.25 a hundred. 
That is 95 cents a hundred pounds less than the conference. We made 
money. 

Incidentally, the taxpayers of the country saved $600,000 on that 
particular movement. 

So somebody said, “Would you way undercut the conference rate?” 
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My answer would be, “Sure. Their rates are entirely out of reason 
and if the rate that is needed to do the business would show us a 
profit, why not.’ 

Mr. Maruurarp. The only specification you have given in these 
figures are cotton and leaf tobacco. In how many of these trades do 
you operate ? 

Mr. Crinkiey. We operate from the United States North Atlantic 
ports to the Mediterranean as a part of our round-the-world route and 
our vessels go on through Suez, via India, the Straits and up to the 
Orient and Japan back to California and back through the Panama 
Canal to Puerto Rico and New York. 

What I intended to say and I think I did was that there has been 
independent competition in those trades. 

Mr. Mattirarp. So that of these examples you give, Bombay, both 
on the cotton and leaf tobacco, is the only place you competed or do 
you compete to Yokohama ? 

Mr. Crinkiey. Let me answer that question fairly. 

We do not operate from United States Gulf ports to India. So in 
the Bombay, that is not the case. 

Mr. Marurarp. Are you in competition in these commodities on 
any of these routes ¢ 

Mr. Crinkiey. Yes, we operate from United States North Atlantic 
ports, which includes Hampton Roads, which is a great port for the 
export of tobacco. 

We operate from there through the Mediterranean and on east- 
bound around the world, so that we do compete on Bombay there 
and to practically no extent to Japanese ports, but what I propose 
to say is that from United States Gulf ports to continental Europe 
and to the Mediterranean there is independent competition. And 
that shows itself up in the more reasonable freight rates. 

Mr. Mariu1arp. What would be the explanation, for instance, here 
where on cotton conference rates it is $2 to Japan and $2.55 is to Bom- 
bay but on tobacco it is $4 to Japan and $2.65 to Bombay ? 

Mr. Crrnxtey. Well, to be fair, the answer to that question would 
be this: In shipping you have two factors. You must consider what 
is the weight capacity of the vessel and the other is the space capacity 
of the vessel. 

One ton of cotton will occupy from 80 to 100 cubic feet in a vessel. 
That is supposed to measure 80 cubic feet per ton. That is the docu- 
mentation it takes in the ship. That is a ton of cotton. 

A ton of tobacco measures 129 cubic feet. In other words, a meas- 
urement ton is 40 cubic feet so that cotton is 2 cubic tons per weight 
and tobacco is 3 and a fraction measurement tons compared to 1 
weight ton so that that must be a factor. 

Mr. Mariitarp. Yes, but to Bombay the rate on cotton and the rate 
on tobacco is almost identical, 10 cents difference, but to Japan it is 
double. That puzzles me. 

Mr. Crinkxiey. I can offer an explanation, I think. That is, that 
at the time that the cotton rate was set at $2, at that time there was 
independent competition at times between Gulf ports and Japan to get 
a $2 rate on cotton. There is not much of that competition there. 
Most of the cotton is moving out under Government financed programs 
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and by one way or another is being confined to American and Japanese 
ships which rather restricts the market. 

Mr. Mari1arp. Is there no tobacco going to Japan ? 

Mr. Crinkxuey. Yes, but tobacco would not move in sufficiently large 
lots to, for instance, draw tramp competition as cotton at times does. 

Mr. Martrarp. I am still confused as to why the rate to Japan 
should be lower on cotton than it is to India, whereas the reverse is 
true on tobacco. 

Mr. Crinxtey. Iam not the man that can explain that. 

I am citing conference rates there. 

Mr. Mar1arp. What are your rates in these trades? 

Mr. Crrnxiey. We do not have operations in some of those trades. 
On the last cotton that my company arranged to carry to Japan our 
rate was $1.80a hundred. I have not carried any tobacco. 

Mr. Maiurarp. Which is just under the conference rate. 

Mr. Crinxiey. The conference rate was then $2. It has been all 
sortsof things. It has been shifting around. 

Mr. Marirarp. I wish I could get at what I am trying to find out but 
I do not know enough about it to ask the right questions. 

The CHarrman. Let me ask you a question along that line. 

This big movement of tobacco which you mentioned was on one 
of your regular trade routes ? 

Mr. Crinkiey. Yes, sir; between United States North Atlantic 
ports and continental Europe. At that time we operated American- 
flag service in that trade from Norfolk, New York, and with fort- 
nightly service. We did not carry all of that. 

The Cuarrman. Where did you unload this shipment ? 

Mr. Crrnxuiey. In Bremen. That wasa number of ships. 

The CHarrman. You have a regular scheduled route to Bremen; 
do you ? 

Mr. CrinkKiey. We did at that time. 

The CuarrMan. But you do not now ? 

Mr. Crrnxuey. No, sir. 

The CuarrMan. That makes a difference, does it not ? 

Mr. Crinxtey. I do not know what difference it makes in that par- 
ticular situation. 

The CuarrmMan. Well, you had a big movement and you carried 
it in. 

Mr. Crinxey. There is not that connotation. We started the serv- 
ice in 1931. 

The Cuarrman. But you do not furnish any dependable service 
where you give these fancy rates. 

Mr. Crinxiey. We furnish as dependable service as any steamship 
line in existence. 

The CuHarrmMan. He was asking about the variances. 

Mr. Crinxtey. We do not operate in every trade but in the trades 
where we operate our service is as depe ndable as that of any of 
our competitors. 

The Cuarman. Do I understand you to say that it was a tramp 
movement that moved in volume of which you spoke ? 

Mr. Crrnxiey. Are you talking about the leaf tobacco? 

The Crairman. You mentioned cotton. 
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Mr. Crinxey. I thought his questions to me on cotton to Japan 
and Indian were theoretical. We do not have regular established 
service and never had from Gulf ports to Japan and/or to India. 

The CuHarrmMan. But you made a special trip ? 

Mr. Crinkxiey. At times we have had tramp business from the Gulf 
to Japan but we have regular line business and tramp business, which 
are different things. 

The Cuamman. But where you made the differential in price you 
do not operate ? 

Mr. Crinkiey. That wasa regular service. 

The CuarrMan. So that the man who is selling abroad and depend- 
ing on shipping cotton depend on you today ? 

) CrinkLEey. We operated from 1913 until 1955 with fortnightly 
service, which is a fairly good record as concerning anybody. 

The CuatrMan. But you do not operate there now ? 

Mr. Crinxiey. At this particular time we do not from Norfolk as a 
regular thing. 

fr. Pecuy. Mr. Crinkley, I think you have convinced me of one 
thing in favor of this legislation. 

It is going to take me 2 years to figure out some of those freight 
rates and the reasons for them. Therefore, I think that you have 
mentioned one point that has not been brought out before. I would 

like to ask you one thing. 

Are the financial statistics on the steamship companies that operate 
on these conferences pretty well public property? Do they publish 
their statements ? 

Mr. Crinxiey. No. Remember again that if we would say there 
are approximately 400 conference lines operating in and out of United 
States ports, that 41 are American. 

Mr. Petry. I really referred to the 41 American. 

Mr. Crrnxtey. Those that are publicly owned, their statements are 
readily available, those whose stock is listed on one of the exchanges. 
As to those not publicly owned, they are not published. 

The Cuarrman. Are they published with the Maritime Administra- 
tion ? 

Mr. Crrnkxiey. They are filed there. 

The Cuarrman. They have to file a statement for the purpose of 
recapture. 

Mr. Crinktey. That is as to the subsidized lines. If they are not 
getting the subsidy, they have to file in connection with the accounting 
practices. 

The Cuarrman. They would be available to this committee ? 

Mr. Crinkiery. Yes. 

Mr. Petty. You know pretty well how successful or unsuccessful 
your competitors are, do you not ? 

Mr. Crinxxey. In a general way, not right down to the point, but 
in a general way. 

Mr. Petry. Yesterday, I think it was your counsel who said that 
from what he read in the papers that exorbitant profits were being 
made by the steamship lines. Do you think they are? 

Mr. O’Connor. I said foreign lines. 

Mr. Petty. You were referring to foreign lines? You mentioned 
United States. 
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Mr. O’Connor. Not as to profit. Only foreign lines. 

_Mr. Cruvxxey. I raised in my statement the point that you have 
situation where freight rates are calculated to generally cover the 
American cost. Nobody denies that. 

I say they do not fix any rate based on a cost plus a certain margin 
of profit but the whole level is fixed generally where it will cover the 
high cost of operating. 

If you get a lost cost operator in there he shares in the rate at that 
upper level and he has a gold mine. 

Mr. Mariiiarp. Will you yield at that point ? 

Mr. Petuy. Yes. 

Mr. Maruiiarp. You would not be able to operate without rates 
generally applicable to American costs, would you ? 

Mr. Crinkiey. We have been doing it. But the question is a good 
one and I would answer it this way: If freight rates were always 
based on a recognizable and definite standardized cost plus a reason- 
able profit margin, if that is how rates were quoted we could not 
compete one-half a day with the majority of the foreign operators. 
It is evident that rates are not on that basis. They are on a basis that 
we can quote lower rates, and make money usually. 

Mr. Mariirarp. So that the conference system is pretty essential to 
our maintaining an American merchant marine even to the extent 
that we are able to maintain it. 

Mr. Crinkiey. I would not say that necessarily. Why do we sub- 
sidize American lines? Let us ask the question. To put their cost on 
a comparable factor with foreign lines. <All right, then. Any rate 
that a foreign line can quote profitably, and none of them are in the 
business for anything except profit, an American subsidized line can 
quote with profit. 

Mr. Marwurarp. What about a nonsubsidized line? 

Mr. Crinktey. I say again if costs were based on actual cost fac- 
tors they could not compete. 

Mr. Mamu1arp. But could no the foreigner drive you out of busi- 
ness if there were not some agreement to have compensatory rates? 

Mr. Crinkiey. I do not know whether I am repeating or not but 
if they operate on the basis of their lower cost with a reasonable profit, 
they could run us out of the water sure. 

Mr. Maiu1arp. Would they not be likely to do that if there were 
not some conference system? Surely they like to get as much profit as 
they can out of it, but they allow us to live in the process, it seems to me. 

Mr. Crinkxey. I really could not say. I do not think so. I think 
the conference system tends to freeze that situation more than other- 
wise. 

Mr. Matui1arp. If there were no conferences at all and American 
shipping were wide open to foreign competition and even recognizing 
that part of the American merchant marine is subsidized, but with 
the subsidy gone, very substantial obligations that are not binding 
on their foreign competition, would not we be likely to be in pretty 
bad shape. 

Mr. Crinxiey. If the American lines were subsidized so that their 
cost factors were the same as the foreigners, what would happen? I 
do not imagine for one minute that foreign or American people who 
have investments of dollars in floating equipment are going to look 
for situations where they are going to carry cargo at huge losses. 
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The only time you have the instability in rates that comes whether 
they have a criticism or not is when there are far more ships to move 
cargo than cargo. 

Mr. Maruitarp. Or vice versa. 

Mr. Crrnkiey. Then vice versa the shipping rates would be high. 

Mr. Marturarp. As a result, conferences are of some value to the 
American shipper as stabilizers. 

Mr. Crinkiey. Congress said, “There is some value to these fellows 
in stabilizing rates and the sailings but we are not going to allow them 
to destroy independent competition.” 

If that would be true, they would have allowed them to use fight- 
ing ships. “We are going to allow them to exist and suspiciously 
watch them,” Congress said. 

Mr. Mariii1arp. When we come to the question of whether the dual- 
rate system, not misused is per se damaging, it seems to me it is a 
question of whether you are going to protect yourself against the 
low-cost tramp operator who is going to move into the more profitable 
trades when circumstances permit and cut the rates which he can afford 
to do on that basis. If he can wander all over the world and simply 
skim the cream off of a current trade and make what he can and get 
out, it seems to me that that is the kind of competition that a prop- 
erly used dual-rate system is designed to meet. If it is improperly 
used and is actually in fact discriminatory that is another matter and 
a matter, I think, for consideration by the Federal Maritime Board. 

Mr. Crinkxey. I would like to comment on that by saying this: I 
do not think it is reasonable to look on the shipping picture that if 
you did not have this restrictive conference contract system that there 
would be lines, all of the existing lines, and many of them have built 
special ships for special trades, most of them have large investments, 
that all at once they are going to become totally irresponsible with 
that tremendous investment. 

Mr. Maru1Arp. You misunderstood. I was not suggesting that. I 
was suggesting that if there were not some way of maintaining stable 
rates that are neither excessive in times of reduced number of bottoms 
as against cargo or the other way around, it would be possible, it would 
seem to me, for a low-cost tramp operator to come in and skim off the 
cream at what would be noncompensatory rates to those with larger 
investment in ships and facilities, and so forth, to the destruction of 
the service available to American trade. 

Mr. Crink ey. It is a very involved question. 

The CuatrmMan. Let me ask you this. Is that not what we are 
going to have to go into when we have the general study? Does that 
have any direct bearing on whether we should do this or should not 
do this as to the matter before us? 

Mr. Marmuiarp. It does only to this extent, Mr. Chairman: not that 
we are trying to establish here whether that is a fact but if that is « 
real risk, I think it is a very strong argument in favor of stopgap 
legislation. ; 

The CuHarrman. We know that generally they move in and out. 
That has been the history of the thing, has it not? Has that been the 
history ? 

Mr. Crinkiey. No, sir. 
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The Cuarrman. You are the only man that ever told me that. I 
have been around here all these years and I have been told that this 
operation moves in an 1 moves out. 

Mr. Crrnxiey. Thut is not right, sir. 

The Cuatrman. Why did you come out of the Hamburg run, then? 

Mr. Crrnxey. Because we have always in that trade used chartered 
ships. We did not have enough money to own all the ships so we 
chartered them. 

The Cuamman. When it was lush you went in there and when it 
receded you got out of there ? 

Mr. Crrnxiey. No, sir, Mr. Bonner. 

The Cuarrman. I have to finish these hearings. 

Mr. Crinxey. We started in 1931 during the worst depression this 
country ever had. 

The CHartrman. I appreciate your testimony, but I have to have 
Mr. Hoyt Haddock now. 

Thank you very much. 

We are going to finish up this evening and I want Mr. Haddock, 
who speaks for labor, to make a short statement. Then we are going 
to take a recess. 


STATEMENT OF HOYT S. HADDOCK, CODIRECTOR, AFL-CIO, LABOR- 
MANAGEMENT MARITIME COMMITTEE, WASHINGTON, D. C. 


The CHarrman. I am sorry to have detained you so long, Mr. 
Haddock. Go ahead. 

Mr. Happock. My name is Hoyt Haddock, executive secretary of the 
A. F. of L.—CIO Maritime Committee. 

Mr. Chairman, we appear here in favor of H. R. 2751 and its com- 
panion bills. We do not think it is necessary to discuss the merits 
and demerits of the dual-rate system or the conference system because 
that is not what I understand to be under consideration here today, 
and it has been discussed by people who are more familiar with it 
and more able than I in that field, in any event. 

The conference system has been in effect since 1860 and the dual-rate 
system since 1877. We feel that that is argument enough to continue 
the dual-rate system until the Congress has had a chance to look at it 
and determine whether or not it is a good or a bad system or whether 
there is a better system. 

Now, we think, basically, that it has served a good purpose. We 
can certainly be mistaken in that and only a study, a thorough study 
of the matter, we think, will bring out the facts. 

While this bill is directed at the dual-rate system, I assume and I 
would certainly respectfully suggest to this committee that they study 
the conference system and, within the context of that, the rate system 
and the discriminatory rates that are practiced today by the unregu- 
lated companies and perhaps even by some of the conference com- 
panies. 

There are certainly two fields in which discriminatory rates exist. 
One is in the field of permitting companies to set different rates for 
shippers of the same type of goods on similar routes. The other is 
the question of permitting companies shipping out of the United 
States or giving a service out of the United States to charge one rate 
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and when giving the service from another country to charge a differ- 
ent rate, which would assist the shipper in that area to compete against 
the United States shipper, so that 1t seems to me that those types of 
things certainly ought to be investigated and I am hopeful that this 
committee is not going to think that this dual-rate system or the 
conference system or the discriminatory rates are the real problem 
in this industry. The real problem in this industry is that the Amer- 
ican-flag ships are rapidly being driven out of the trade and we are 
now relying almost completely on foreign-flag ships in carrying our 
oods. 

. It seems to me that we may be grappling here with a slippery pig 
and let the real pig get away in the form of the American merchant 
marine, which is the real problem. 

I would hope that when you get into the study that you will go 
into the whole question as to w hy" the American-flag merchant marine 
is now carrying only about 14 percent of our cargo. 

Mr. C hairman, that completes my statement. 

The Cuarrman. You wish to file a further statement? 

Mr. Happock. No. When this question comes up for study, we 
will want to discuss certain things specifically. 

The Cuamman. I realize the situation here now which does not 
give you sufficient time but if you desire to revise and extent your re- 

marks in this record, that will be your privilege. 

Mr. Happock. Thank you, Mr. Chairman. 

(Letter follows :) 


LABOR-MANAGEMENT MARITIME COMMITTEE, 
Washington, D. C., June 6, 1958. 
The Honorable HEerrert C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN BONNER: The Labor-Management Maritime Committee de- 
sires to go on record with your commitee in support of H. R. 12751. 

Our committee is an organization whose membership includes the National 
Maritime Union of America, AFL-CIO; the American Pilots Association; and 
six major steamship lines as follows: American Export Lines, Inc.; Grace Line, 
Ine.; Lykes Bros. Steamship Co., Inc.; Moore-McCormack Lines, Inc.; United 
States Lines Company ; and Farrell Lines, Inc. 

The work of our committee in the field of labor-management includes the sup- 
port of such legislation as is commonly acceptable and deemed to be in the 
interest of the American Merchant Marine. We are pleased to advise you and 
your committee that H. R. 12751, introduced by you, is such a legislative 
proposal. 

We have followed closely the testimony of those who have appeared before 
the committee. We believe the case for the adoption of the measure has been 
adequately made. We are in general agreement with the case presented by the 
proponents of the legislation. It is not the purpose of this presentation, there- 
fore, to outline the details so ably presented by those favoring the measure. 

We are firmly convinced that any loss of the principle involved in the dual- 
rate system may lead to rate wars. Such rate wars may mean the destruction 
of United States flag shipping. We believe that the dual-rate system is an im- 
portant device which can be used to prevent rate wars. 

If the conference system falls, the resultant rate wars with attendant re- 
duced income, may well place in jeopardy the ability of many lines to meet ship 
and fleet replacement obligations. If such a result obtains, and we firmly believe 
it can, the loss to commercial waterborne transportation and its effect on ship- 
pers in the United States foreign commerce will be only one facet of the problem. 
The other is the fact that any weakening of our merchant shipping has a direct 
effect on the ability of the American Merchant Marine to serve as a fourth arm 
of defense. 
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It is noted that the language of H. R. 12751 (as well as the companion bills), 
does not present a permanent answer to the problem. Rather, it makes pro- 
vision for sustaining the dual-rate system to June 30, 1960. This would provide 
current stability and permit both the Congress and the industry sufficient time 
to study what permanent solution seems most feasible in the circumstances. 

We thank the committee for the opportunity of submitting this joint posi- 
tion representing both labor and management members of our organization. We 
respectfully request that this letter be entered into the record. 

Respectfully, 
EarL W. CLARK. 
Hoyt 8S. Happock, Co-Directors. 


The Cuamman. Mr. Gardner, I understand you want to file a state- 
ment from Mr. Alexander. I did not have time to give you a verbal 
hearing. 


STATEMENT OF WARNER W. GARDNER, WASHINGTON ATTORNEY, 
AMERICAN PRESIDENT LINES 


Mr. Garvner. I have no desire to be heard verbally. 

Mr. A. A. Alexander, vice president of the Eastern Division of the 
American President Lines has been in attendance at these hearings but 
was required last night to return to New York and has asked your 
permission to file his statement. 

The Cuarman. That will be filed in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF ARTHUR A. ALEXANDER, VICE PRESIDENT, EASTERN DIVISION, 
AMERICAN PRESIDENT LINES, LTD., IN Support OF H. R. 12748, 12750, 12751 


INTRODUCTION 


Mr. Chairman, my name is Arthur A. Alexander. I am vice president of the 
Eastern Division of American President Lines, Ltd. 

The American President Lines and its predecessor, the Dollar Line, have 
operated American flag services in the off-shore trade since World War I. Since 
1921 we have regularly operated a round-the-world service except for the war 
years. Our operations have been prominently identified with the Orient trade 
for several score years. Forty of our ships, all flying the American flag, serve 50 
ports throughout the world. 

Since 1920 (with the exception of a period during World War II when I 
served the Combined Shipping Board and there helped to organize a system of 
joint control with the British Ministry of Transport covering the movement of 
essential cargoes from the United States to Allied and neutral nations), I have 
been employed continuously by the Dollar Line and American President Lines. 
During these last 38 years, I have served in almost every phase of our shore- 
based activities. Frequently my work has required me to participate in the 
activities of various steamship conferences. For several years I represented our 
company in major freight conferences many of which were domiciled in New 
York. I believe that American President Lines, because of its round-the-world 
and other services, belongs to more conferences than any other American line. 

Ours is a 100 percent American flag operation. We neither charter, operate 
nor have any interest in any foreign flag vessels. We build and repair our ships 
in American yards with American labor and man them with American crews. 
We comply strictly with all Coast Guard and Federal Maritime Board rules and 
regulations. In cooperation with the Maritime Administration, we have em- 
barked on an enormous ship-replacement program. 

No one knows better than this committee the extent and seriousness of our pro- 
gram to replace and upgrade our fleet with modern tonnage built in American 
yards. I say this because your committee has recently considered and reported 
favorably a bill which, if enacted, will enable us to construct the largest, finest 
and most expensive superliner regularly plying Pacific waters. 

As you know, the Shipping Act of 1916 authorizes American and foreign- 
owned steamship lines serving United States ports and engaged in foreign com- 
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merce to enter into agreements, or conferences, with each other for the purpose 
of stabilizing rates and services, provided the Government’s regulatory body (the 
Federal Maritime Board) approves the terms and conditions of the agreements. 
We and most other major American and foreign lines are members of many such 
conferences. If we were not, or if these conferences fell apart for any reason, the 
low-cost foreign lines (practically of whom are now members of our conferences) 
would engage in ruinous rate wars which could only result in the destruction of 
the privately owned American flag fleet. In the process, the stabilized reasonably 
priced and regularly scheduled services now offered American importers and 
exporters by American flag vessels would vanish, too. 

Therefore, our concern with any development which might jeopardize, weaken, 
undermine or place in doubt the validity of conferences is understandable. 
Operating in the 100 percent American way we do, having incurred the enormous 
long-term commitments we have—all predicated so largely upon stability created 
by effective conference regulation of rates, services and practices—it is of great 
importance that any development placing in doubt the legality of long-time, 
well established conference practices be met head on and promptly solved. 

I welcome this opportunity to appear before you today to testify in support of 
H. R, 12751, 

THE SUPREME COURT DECISION 


On May 19, 1958, the Supreme Court handed down its 6 to 8 decision in the 
so-called Isbrandtsen-Dual Rate case. 

At the outset, let me hasten to point out that I am not an attorney. However, 
I have read the majority and dissenting opinions carefully. To me and other 
shipping men who have the responsibility of operating their companies’ business 
in accordance with the letter and spirit of the law, at a profit if possible, the 
question now confronting us is simply this: “What is the meaning and effect 
of the Supreme Court’s decision, and what must we do to comply with it, or, 
if need be, to obtain appropriate remedial legislation?” 

Despite the fact that only a few weeks have passed since the decision was hand- 
ed down, it is already obvious that even among able lawyers there is considerable 
difference of opinion as to the meaning of the decision, its probable effect, and 
the need, if any, for permanent remedial legislation. 

However, since varying interpretations of the decision can and may be argued 
and advanced in the months to come, there is an obvious need now for something 
which will maintain the status quo until all concerned have had a sufficient 
opportunity to study the decision and decide whether permanent legislation is 
needed. 

That need can be met, I submit, by enactment of H. R. 12751. 

Turning now to the pending bill, H. R. 12751. If enacted in its present form, 
this statute will amend section 14 of the Shipping Act of 1916 so as to prevent 
anything in that statute from being construed or applied to make unlawful any 
dual-rate contract arrangement in use by the members of a conference on the 
effective date of the enactment of H. R. 12751, providing the conference is 
organized under an agreement approved by the Federal Maritime Board under 
section 15 of the Shipping Act. However, between the date of enactment of H. R. 
12751 and June 30, 1960, when by its terms it ceases to be effective, the Federal 
Maritime Board may disapprove, cancel, or modify any or all such existing dual- 
rate contract arrangements in accordance with provisions of section 15 of the 
Shipping Act of 1916. 

Thus, Mr. Chairman, H. R. 12751, if enacted, will remove all doubts cast by the 
Supreme Court upon the legality of all existing dual-rate contracts except the 
one proposed by the Japan-Atlantic and Gulf Freight Conference, unless and 
until the Federal Maritime Board disapproves or modifies such contracts in 
accordance with the provisions of section 15 of the Shipping Act. 

This legislative guaranty against precipitous and unjustified condemnation of 
all dual-rate contract arrangements will afford all interested parties ample 
opportunity to study the meaning and effect of the Supreme Court decision and 
to conclude whether permanent legislation is needed and justified. 

In the meantime, the doors of all conferences will remain open. Nonconference 
lines which are willing and able to meet the reasonable requirements of present 
members will continue to be invited to join the conference. Furthermore, as in 
the past, there will be no discrimination whatever as between shippers who are 
signatories to dual-rate contracts. Whether large or small, they will be charged 
the same rates. 
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Before concluding my remarks permit me to take this opportunity to share with 
you my observations on two matters perhaps not directly material to the bill 
under consideration but, I believe, of vital importance to anyone who seeks 
to fully understand what is truly involved in the controversy between the one 
unregulated nonconference operator opposing this bill and other steamship lines. 
First, this unregulated carrier argues in no uncertain terms that evil, cartel- 
minded foreign lines control all conference activities to the detriment of the 
American merchant marine. Nothing could be further from the truth. One sim- 
ple answer to the argument lies in the fact that all—except perhaps Isbrandtsen’s 
counsel—concede that without the stability of rates and practices which result 
from the regulated conference system authorized by the Shipping Act of 1916, 
privately owned American flag fleets would be at the mercy of low-cost foreign 
operators. 

Prior to the enactment of the Shipping Act of 1916, the tremendous advan- 
tages possessed by foreign maritime powers prevented the American flag from 
flying over all but about 2 lines operating in the Atlantic and 1 in the Pacific. 
Thanks to the statutory authorization of conference activity in the Shipping 
Act of 1916, and its implementation and extension by the Merchant Marine 
Act of 1936, today’s strong American merchant marine had little to fear from 
the low-cost foreigner. Second, in trying to give the impression indirectly that 
“the independent way” is the only salvation available to protect true, 100 per- 
cent American-flag operators from vicious, underhanded practices of evil for- 
eigners, this carrier would have this committee overlook the fact that Isbrandtsen 
itself, throughout its history has operated many foreign vessels in competition 
with the American flag it now claims to fly in its services. Third, by resorting 
to slogans designed to arouse emotions and dispel reason, this opposing carrier’s 
counsel would like this committee and the Congress to overlook the fact that in 
all of the millions of transactions which have been placed under the contract 
rate system over the past 42 years, complaints by importers and exporters who 
are parties to such contracts: have been infinitesimal. You can count them 
on the fingers of one hand. The record before the Federal Maritime Board is 
clear on this point. Fourth, when ship tonnage was scarce in relation to cargo 
offerings, this unregulated independent did not hesitate to charge shippers 
higher rates than those then charged by the conference lines. 

In conclusion, Mr. Chairman, permit me to thank you and the other cosponsors 
of this bill for introducing it and promptly scheduling these public hearings. 
Only by its enactment this session can we be sure of avoiding the chaotic con- 
ditions which otherwise will beset importers, exporters, and American-flag serv- 
ices and cause irreparable injury to the foreign commerce of the United States. 


The Cuarrman. This afternoon, Mr. James, we are going to hear 
you. 

We are going to hear from the Associated Latin American Freight 
Conferences. 

Then we are going to hear the Maritime Board, and that will con- 
clude this matter. 

Before adjourning, I will say that the committee has learned with 
a great deal of sadness of the passing of that outstanding gentleman, 
Mr. Bruce McNamee, of AMMI. All of us were very fond of Mr. 
McNamee. He was faithful to the cause of American-flag operations. 
It is regretted that the chairman of the committee cannot attend his 
services this afternoon. We pay our respect formally in this manner 
to his distinguished life and career in the merchant marine service. 

Mr. Arien. Mr. Chairman, does that conclusion of yours personally 
come from the fact that we are going to have hearings during the 
time of services? 

The CHatrmMan. Yes, sir. We will have to have hearings. 

Mr. Auten. May I add my thought to what you have said and 
express my regret at the passing of Mr. McNamee, who was not only 
a very fine gentleman and a fine supporter of the American merchant 
marine but one of my dearest Washington friends. 
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I also will regret that you wish to go ahead with the hearings, so 
that I will not be present to do him one last honor. 

Mr. Marurarp. Mr, Chairman, with the permission of the Chair, I 
think I might leave the hearings this afternoon in the capable hands 
of my seniors and represent you at Mr. McNamee’s funeral this after- 
noon. 

The Cuarrman. I would be glad for you to do that. 

Mr. Petty. Mr. Chairman, I also am very appreciative that you 
mentioned our sadness in the loss of our good friend, Bruce McNamee, 
and I know that you spoke for all of us here who have very great 
respect an admiration for him. I am glad you did so. 

The Cuamman. I would recess the committee over until Monday 
morning but we have a great backlog of work that we just must finish 
and if I might say, incidentally, I “have many other matters that I 
personally have to attend to. I try to give the time that is necessary 
to my responsibility as chairman of this committee and I hope you, in 
the industry, will understand why we have to continue the hearing 
this afternoon. 

Of course, I will understand the absence of those who, I hope, will 
goto Mr. McNamee’s services. 

With that, the committee now stands adjourned until 3 o’clock in 
memory of Mr. McNamee. 

(Whereupon, at 1 p. m., the committee adjourned until 3 p. m., this 
same day.) 

AFTERNOON SESSION 


The hearing was resumed at 3 p. m., pursuant to the recess. 

The CuarrmMan. The committee will come to order. 

The committee has been notified by the United States Chamber of 
Commerce that a statement will be made to the committee for the 
record on the bill under consideration. 

(The statement referred to follows:) 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., June 6, 1958. 
Hon. HerBert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


DEAR Mr. CHAIRMAN: The Chamber of Commerce of the United States supports 
H. R. 12751 and H. R. 12758 which, for a temporary period, would maintain 
existing dual rate contract arrangements in shipping rate conference agreements 
approved by the Federal Maritime Board. 

This would permit a thorough study of the dual rate contract system which 
the Supreme Court has attacked. 

Agreements among carriers in matters of rates and service has been long 
established as the method of controlling competition in ocean transportation. 
Conferences are a protection both to shippers and the operators. Shippers are 
benefited by stability and uniformity of rates, regularity of service, economy in 
the cost of service and equality of treatment. Operators benefit from the stability 
provided their operations, lower operating costs and greater security in their 
trades and for their investments. 

The dual rate contract system has long been a feature of many conference 
agreements. Any abrupt abandonment of this system would seriously affect the 
continuance of the agreements, disrupt rate structures, and threaten the depend- 
ability of services. 

We request that you make this letter a part of the record of the current 
hearings in this regard. 

Cordially yours, 
CLARENCE R. MILEs. 
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The Cratrman. The committee has been advised that Mr. Bartle, 
with the Lykes Bros. Steamship Co., would like to make a short 
statement at this point. 


STATEMENT OF TOM BARTLE, LYKES BROS. STEAMSHIP CO., INC. 


Mr. Barrie. My name is Tom Bartle. 

Mr. Chairman, yesterday Mr. O’Connor filed a letter and it was 
inserted in the record that said, in substance, that we had in 1947 
filed a complaint with the Federal Maritime Board against the con- 
tract system and the dual-rate system of four conferences and that, 
to the extent of such complaints, Lykes was in agreement with Is- 
brandtsen as being opposed to the dual-rate system of ratemaking. 

We wish again to state that for the third time this question has 
been misrepresented. 

What I said on June 3 and what Mr. Cocke said the next day is 
still true. We have been and are now very much in favor of the dual- 
rate system. The complaint that he listed in the letter ran wholly and 
entirely to and against the refusal or perhaps it best be said the unnec- 
essary delay that was taking place in the conference accepting our 
application for membership. 

We filed the complaint with the Federal Maritime Board after 
giving the conference due time, as we thought it was enough time, to 
accept our membership application, and the moment the Board set 
the matter for hearing, we were admitted by the conference to full 
membership and the case was automatically withdrawn. 

I cite here in his reference 13, “In furtherance of said combination 
of conspiracy, respondents have unjustly excluded Lykes from par- 
ticipation and membership in said conference.” 

And again I emphasize that we made no complaint whatsoever 
igainst the dual-rate system. 

We merely filed a complaint as to the delay in our application for 
membership being acted upon. 

I would also, Mr. Chairman, say that the Maritime Commission 
will confirm that there is not a single case of any importance—I say 
there is not a single case where an applicant, a justified applicant, a 
legitimate company in operation, has ever filed for membership in an 
existing conference but that the Maritime Commission sees that his 
application is accepted. There is no monopoly because he is accepted. 
Of course, he must qualify as being a worthwhile operator and eligible 
for acceptance but to that extent there is no monopoly. 

I say again, Mr. Chairman, we are heartily in favor of H. R. 12751. 

If you will permit us to do so, we should like to file a letter next 
week that will go in more detail to the question he raised in that letter 
or in confirmation of what I have herein said. 

The Cuarrman. All right. 

Mr. Barrie. Thank you. 

The Cuatrman. We will now have Mr. James, representing the 
West Coast Conferences. 
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STATEMENT OF LEONARD G. JAMES, GRAHAM, JAMES, & ROLPH, 
SAN FRANCISCO, CALIF. 


Mr. James. My name is Leonard G. James, and I am associated with 
the law firm in San Francisco of Graham, James, and Rolph, Mr. 
Chairman, that has the pleasure of representing a group of conferences 
on the Pacific Coast, which include the much maligned Pacific Coast- 
European Conference, the Pacific-Straits and Pacific-Indonesian 
Conferences and the Pacific Coast-Latin American Conferences of 
which there are 10; and, if it is agreeable with you, Mr. Chairman, I 
will hand the partic ular names of those to the reporter to write into 
the record. 

The Cuarrman. It may be inserted at this point. 

(The names referred to follow :) 


PAcIFIC COAST-LATIN AMERICAN CONFERENCES 


Canal-Central America Northbound Conference 

Canal-Central Amreica Northbound Conference 

Capca Freight Conference 

Colpac Freight Conference 

Pacific Coast-Caribbean Sea Ports Conference 

Pacific Coast-Mexico Conference 
-acific Coast-Panama Canal Conference 

Pacific-West Coast of South America Conference 

West Coast South America-North Pacific Coast Conference 
-acific Coast-River Plate Brazil Conference 

Mr. James. The purpose of my coming here from the coast is to 
support H. R. 12751 and do what I can to urge that that be passed. 
I think that it will operate to help in a great measure to stabilize the 
situation which has been created by the recent decision of the Supreme 
Court. 

I also would like to say, Mr. Chairman, that we believe the general 
investigation which you have announced and alluded to a number of 
times is long overdue and we were delighted to see your announcement. 
We hope that that investigation will go forward very promptly and 
we believe that your committee will find that there are areas involvi ing 

regulation of international shipping that cry for your attention. 

We believe that the Shipping Act of 1916 was a very well thought- 
out, and designed piece of legislation. But we do believe that “the 
time has come to take another look at it and we believe that you 
will find that there are situations existing now where the intent of 
Congress with respect to regulation of oc eg shipping in the foreign 
trades should be clarified not only for the benefit of the shipping 
public but also for the benefit of the carriers themselves, so that we 
may understand what our requirements are more clearly than we do 
today. 

I particularly would like to take this opportunity to direct a few 
replies to some of the statements and misstatements of fact made by 
the Isbrandtsen Co. 
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The witnesses for the Isbrandtsen Co. have taken occasion to refer 
repeatedly to the Pacific Coast-European Conference. That is one 
conference on the coast that I have the privilege of representing. 

Among other comments made with respect to that conference was 
the comment that there is no outside competition in that trade. 

I believe that Mr. O’Connor made the remark that there is no out- 
side competition in any of the trades on the Pacific coast. 

We represent a number of them. There is outside competition in 
virtually all of those trades and it is increasing. As far as the Euro- 
pean Conference is concerned, the European tr ade, I guess outstanding 
among the nonconference competition in that trade is the Isbrandtsen 
Co. itself which testified here that there was no outside competition 
in that trade. 

The Isbrandtsen Co. has been operating in the Pacific coast-Euro- 
pean trade almost since the war. I think, as you may know, after 
the war Isbrandtsen originally started their around-the-world service 
westbound. Shortly they reversed that and operated eastbound and 
ever since they did that, which, as I recall, was in 1948, they have 
operated in the trade from the Pacific coast to Europe. Their service 
goes from ports in California and the Northwest to the Mediterranean 
area. Their practice throughout the time they have operated in that 
trade has been to quote and “charge ‘ates roughly 10 percent under the 
rates maintained by the conference. 

As far as the other conferences that I represent are concerned with 
respect to the South American trades, we have numerous outside 
competition today. We have had it in the past and we have it right 
now. 

Back in the European Conference, in the past year we have had five 
different outside operators in the trade, Mr. Chairman. We have two 
that might be regarded as regular lines, regular operators in the trade 
right now, pretty much following the Isbrandtsen practice of quoting 
rates differentially under our own tariff rates. I might name those 
for the record. 

We have the vessels of DeVries, the vessels of Stinnes. We have the 
vessels of Wollenius, the Finnish company. We have those of Solen, 
Swedish fruit ships. We have others whose actual owners I cannot 
at the moment, recall, but one of the vessels was the Fana 
which solicited fresh fruit in the Northwest and the Wihinapa. We 
have the Utah Construction Co. operating regularly now from the 
Pacific coast to the West coast of South America. 

So that the statement made by Isbrandtsen that there is no such 
thing as nonconference competition on the West coast is simply not 
true. There is, and there isa great deal of it. 

Mr. O’Connor took occasion to mention the subject of the Pacific 
Coast-European Conference having assessed a large penalty against 
one of its contract shippers, the Anderson-C ‘layton Co. The 
situation, I think, should be clarified for this record. It is not a 
matter in which Isbrandtsen was involved in any way. Anderson- 
Clayton, a contract shipper of the Pacific Coast-European Confer- 
ence, and a very large shipper of cotton to Europe as well as the other 
areas in the world, made a shipment on board a nonconference vessel. 
In accordance with the terms of the contract with Anderson- Clayton 
Co., we assessed against them the customary liquidated damages in 
strict accordance with the terms of the agreement. 
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I would like to divert just a moment at this point to say this: That 
so far as the contract rate system is concerned or any other arrange- 
ment for tying shippers to the members of a conference it provides 
for exclusive patronage or in the alternative some arrangement for 
liquidated damages. It necessarily follows that there will be viola- 
tions of those commitments between shippers and conference carriers. 
It is certainly not the first one we have had in the Pacific coast in the 
conferences we represent. We have had a great number of them. 

As I see it, this is no different than any of the others. The amount 
of liquidated damages was stated by Mr. O’Connor to be $140,000. In 
fact, I think it is $145,000. Our contract with the shippers provides 
in the event they make a shipmeat on a nonconference vessel they 
shall pay to the conference as liquidated damages the amount of 
freight that would have been paid at the contract rates had they 
shipped on a conference vessel. That particular amount was con- 
sidered by the Federal Maritime Board or its predecessor, the United 
States Maritime Commission in 1948 in the case of docket 648. 

The Commission at that time recommended that we charge three 
times the amount that we are now charging as liquidated damages. 
What is the correct amount, I do not know. It is a subject that has 
been considered by conferences and the regulatory body and by car- 
riers and shippers in negotiations for a period of, I suppose, three- 
quarters of a century. What is right and what is wrong, I do not 
know, but I do know this: that as far as the European Conference is 
concerned, our principal objective must necessarily be nondiscrimina- 
tion among shippers. 

It so happens that Anderson-Clayton’s shipment was a large ship- 
ment and the amount of liquidated damages was a large amount, but 
we cannot find ourselves in a position of assessing liquidated damages 
against small shippers and not against large shippers. 

“T believe this: That Anderson- Clayton is well aware of the fact 
that the practice of this conference in the past has been to compromise 
and settle these claims at substantially less than the actual amount 
assessed ; in fact, at about 10 percent of the amount. 

I am quite sure they know that that can be done at this time. I 
am quite sure that they realize that the purpose of the conference is 
not to collect liquidated damages but simply to abide by their agree- 
ment, and we would much rather have them as a good customer rather 
than a shipper that is assessed liquidated damages and maybe dis- 
turbed over that fact. I think the important fact is that as far as 
Anderson-Clayton’s presentation is concerned, they are now being 
charged noncontract rates and solely because in breach of their con- 
tract they made a shipment on an outside vessel. 

Mr. O’Connor took occasion to refer to the fact that we had charged 
liquidated damages to the Borax Co., American Potash & Chemical, 
and the Stauffer Chemical Co. That is correct. Each of those made 
a shipment on an outside line, the Mitsui Line. Subsequently the 
Mitsui Line joined the conference. We did assess damages against 
the Borax Co. There was a dispute as to the interpretation of the con- 
tract at that time. We are resolving that dispute and I am perfectly 
confident in fact that the borax companies are content with the way 
that dispute is now being resolved. 


27695—58 —15 
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Turning to a few other remarks made by the witnesses for the 
Isbrandtsen Co., one of the statements was that there are 63 confer- 
ences not using the contract rate system and therefore all conferences 
are perfectiy able to get along without it and there will be no such 
thing as rate wars In oul trades and he feels that the case that has 
been made by the conference witnesses to you gentlemen is greatly 
exaggerated. 

Speaking for the people that I represent, that is not the fact. The 
conferences that I represent are knaiien in which the cargoes moving 
are of sufficient importance and lucrativeness to attract operators of 
all flags. 

As ‘respects these 63 conferences that he repeatedly mentioned, I 
am quite sure that some of those are conferences of passengers. The 
shipping act applies to the transportation of both freight and passen- 
gers and some of the conferences are passenger conferences and none of 
them have the contract rate system, obviously. Some of those con- 
ferences are conferences that involve trades in which it is very difficult 
to get any steamship line to go in, let alone worry about nonconference 
competition. One of those is one that I represent myself, Mr. Chair- 
man. How many others are involved in that number, I do not know, 
but we have conferences in which we do not worry about nonconference 
competition and the reasons for that are many. 

From the west coast of South America- North Pacific coast trade, 
for example, that is a trade in which there is no need for the contract 
rate system because the Pacific coast of the United States does not 
import very many commodities from the countries on the west 
coast of South America. 

As a simple economic fact, the steamship lines are not interested in 
putting their ships in the t ‘ade where there is not much ¢ argo moving 
and what does move is by and large bulk cargo. There is a great deal 
of ore that comes up from the west coast of South America, from 
Peru, and there is some frozen fish that comes up, but by and large 
it is not a substantial trade. There is no possible need to worry 
about outside competition. There just are not enough steamship lines 
in there to be concerned with that subject, and I would venture to 
suggest right now that if there are other conferences in which there 
is no non-contract-rate system the reasons for that are probably the 
fact that the trades themselves are trades in which there is little 
attraction to the steamship industry. 

I think I might suggest this to Mr. Crinkley: That if there are so 
many conferences and so m: iny trades that are able to get along with- 
out the contract-rate system and he has such a violent objection to 
the contract-rate system, why does he not put his own vessels in those 
trades and take them out of the trades where there is the contract-rate 
system ? 

I believe the answer to that is simply that the trades that Isbrandtsen 
would like to operate in are those trades where there is a good pos- 
sibility of carrying cargo and making a profit and those are the trades 
in which it is necessary for the members who join a conference to have 
some way of preventing rate cutting by the outsiders. 

Now, one of the things that the Isbrandtsen Co. has stated to you 
and which they have sts ated m: iny times in the past and it seems to me 
it is high time that we take that issue on directly and explode it, is 
this: That is that the Tshrandtsen Co. is highly in favor of open com- 
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petition. They make a great point of publicly a that they are 
one of the few lines that is in favor of competition and that competi- 
tion is the American way of life and that the rest of us are cartels 
and price-fixing arrangements; that they are independent, all of the 
other lines are not independent, they are price fixing. 

I suggest this to your committee, Mr. Chairman; that the Isbrandt- 
sen Co. is perhaps one of the very few if not the _ one under the 
American flag that cannot stand competition. The Isbrandtsen Co. 
operates in trades where there is a conference and they do not object 
to the conference. They make a point of always saying that they do 
not object to there being a conference. They only object to the con- 
tract-rate system. 

I think they like the conference as a method of holding a fixed rate 
under which they can operate and quote rates at a differential under 
the conference members themselves. 

Mr. Crinkley said this morning that he cannot see any reason why 
anybody should object to their practice of cutting rates in view of 
the fact that by cutting rates they have been able to make a very nice 
profit for Isbrandtsen Co. 

I might ask this question: If that is the fact that they can make a 
nice profit by cutting their competitors’ rates, why should their com- 
petitors not object? Why should not each competitor be on the same 
basis or at least able to compete with every member in the trade? 

Isbrandtsen is the only line that operates in our trade that seems 
to feel that they are entitled to have all of their competitors bound by 
a uniform rate structure and Isbrandtsen perfectly free to charge any 
rates they want to; in other words, not subject to any competition at 
all, free to charge 10 percent under their competitors’ rates but their 
own competitors not allowed to meet Isbrandtsen’s competition. 

One of the things that I think should strike you as curious about 
their testimony is the fact that in the Japan inbound trades, that is, 
from Japan to the Pacific coast of the United States and the Atlantic 
and Gulf coasts of the United States for quite some time Isbrandtsen 
enjoyed their usual 10-percent differential under the conference rates. 
Then the conferences went on and opened their rates and opening rates 
simply means that the members of the conference decide that they will 
permit themselves, individually, to meet the outside competition such 
as that of the Isbrandtsen Co., and they wipe out their agreed rate 
structure. 

When that was done, and each member of the conference promptly 
competed openly with the Isbrandtsen Co. in quoting rates to the ship- 
pers in that trade, I think the very first line that suggested that they 
stop competing with each other was the Isbrandtsen Co., and in fact 
they published notices in the newspapers in Tokyo, copies of which 
I have kept, in which they publicy stated out there that it was ridicu- 
lous for all of the lines in the trade to be competing with each other 
and reducing their rates. 

They offered to make an arrangement with all the other lines in 
the trade; namely, those in the conference, to stop rate cutting, cut- 
ting each other’s rates, and to go back and fix their rates at 75 per- 
cent of the level that the conference had maintained before they 
opened their rates to meet the Isbrandtsen competition, and they said 
if that were done the Isbrandtsen Co. would maintain the same level 
of rates. 
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That is nothing more than what the conference does, but when the 
conference does it they must obtain the approval of the Government 
because that is rate fixing. In other words, all Isbrandtsen wanted 
was the right to cut their competitors’ rates, but as soon as their com- 
petitors opened their rates so that they could meet Isbrandtsen and 
perhaps cut their rates, the Isbrandtsen Co. hollered and said, “Let’s 
stop this altogether and fix our rates and we will agree to abide by 
them if it is done that way.’ 

The Cuatrman. To whom did they make that offer ? 

Mr. James. How did they make the offer ? 

The Cuatrman. How did they make the offer ¢ 

Mr. James. In the newspapers in Tokyo. 

The Cuamrman. Do you mean to say they suggested that the other 
lines get together? Are there any letters or anything of that kind? 

Mr. James. Mr. Chairman, I think there were. There was an ex- 
change of correspondence on that subject whereby they made that 
suggestion. 

The Cuarmman. They were letters to whom ? 

Mr. JAmes. To the chairman of that conference. 

The Cuatmrman. To the chairman of the conference. Can you get 
a copy of the letters? 

Mr. James. I will certainly endeavor to do so. 

The Cuamman. Do you have copies of them ? 

Mr. James. Yes, I do. 

The Cuatrman. You havea copy? 

Mr. James. Yes, I do. 

The Cuarrman. Will you read it into the record at this poiit 

Mr. James. I donot have it with me. 

The Cuarrman. I wish you would send it for the record. 

Mr. James. I will be happy to do that. 

(The document referred to follows :) 

LAW OFFICES, JOHN J. O’CONNOR, 
Washington, D. C., October 21, 1954. 


Mr. R. S. WINTEMUTE, 
l paeuioe ai-cho, Chiyado-Ku, Tokyo, Japan 


DEAR Mr. WINTEMUTE: Thanks for your letter of October 6, 1954. It was 
most interesting. 

One part of it particularly prompts me to reply at this time. You state that 
the remanding of Examiner Furness’ decision in docket 730 (which has happened) 

“only puts the matter off still further and in the meantime of course our con- 
ferences will have to continue to meet Isbrandtsen’s competition with open rates. 
As for myself, I feei they are likely to continue this policy until such time they 
are afforded relief with the contract/noncontract rate system or some other pro- 
tective system. It is really too bad that such a situation should exist and that 
no one has come out with an idea which might bring about some sort of legal 
arrangement between the conference and Isbrandtsen and allow stabilization 
of freight rates on a reasonable basis and sensible competition along with it.” 

Without prejudice to, or weakening in, our definite position as to joining con- 
ferences or our attitude toward dual-rate systems, I do have some “ideas”— 
on my own—and hereby “come out” with them to you, to chew over alone or 
over the table with your people. 

As I recall, back in the summer of 1953, Isbrandtsen made and publicized some 
overtures to two Japan-United States conferences in connection with the rate 
war, to get together on rates with Isbrandtsen, but some conference people, we 
were informed—and you can look at your minutes—objected particularly 
certain conditions which Isbrandtsen attached to its proposition. 

Suppose, now, that Isbrandtsen was willing to enter into a “ ‘legal arrange- 
ment” with the two conferences and their lines, to maintain uniform 
subject, of course, to filing with and approval by the Maritime Board— 


to 


rates— 
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e That until a complete schedule of rates had been worked out and had 
t become effective after 60 days’ notice, the parties agreed to maintain— 
d after, say, 30 days from the date of the agreement—minimum rates of $18 
to the Atlantic and gulf and $14 to the Pacific; 

l- That the agreement would be conditioned on Isbrandtsen reserving cer- 
d tain rights on the happening of certain events, such as— 

'g If Isbrandtsen found that any conference line or lines were not main- 
: taining the agreed uniform rates, by reason of lower quotations, dis- 
y counts, rebates, misclassifications, misdeclarations of weights or meas- 


urements, paying unfounded claims, or by any other means, Isbrandtsen 
would report such instances to the conferences and within 30 days the 
conferences would advise Isbrandtsen that they had made investigations 
and disclosed facts to disprove such charges, or state that action had 
been taken to stop them, otherwise Isbrandtsen would be free to meet 
any such situation by appropriate rate adjustments on its part; 


r The lines, including Isbrandtsen, might provide for the posting of sub- 
9 stantial bonds—say $25,000, or even more—providing for forfeits for any 


malpractices of amounts, say, equal to the total freights that would have 
been applied if there had been no such malpractices—such sums forfeited to 
it be paid to such persons or into such funds as would be agreed to; 

That should Isbrandtsen receive any requests from exporters, importers, 
or their agents, for rate adjustments claimed to be necessary to promote or 
maintain trade, Isbrandtsen would transmit such requests to the conferences 
involved, along with Isbrandtsen’s recommendations and the reasons therefor. 

at, Within 21 days after receiving such requests and data from Isbrandtsen, the 
conferences would advise Isbrandtsen as to their decisions on such requests 
for rate adjustments, and if contrary to Isbrandtsen’s recommendations, the 
reasons for such contrary decisions. Isbrandtsen would reserve its free- 
dom to make such adjustments as seemed reasonable and in keeping with the 
purpose of aiding and promoting American foreign trade, but only after 
the matter had been submitted to, and opportunity afforded the conferences 
to act within the time limits mentioned. Isbrandtsen feels very strongly 
about maintaining its policy to make rate adjustments where there is a 
bona fide showing that it is necessary to maintain and promote trade. 

The conferences and Isbrandtsen would agree that, regardless of the 
reasons therefor, either party would notify the others of any rate changes, 
up or down, say at least 24 hours before exporters, importers, or their 
agents, were notified, and at least 60 days before the effective date of any 
increases and 15 days before the effective date of any decreases. 

That the agreement remain in effect as long as the conferences do not 
establish the dual-rate system or any “other protective system” similar, 
which would in any way interfere with or prevent full and free access by 
Isbrandtsen to the business of any and all exporters and importers in these 





1s trades. 

What do you think? 

Let’s hear 
at , 
1) Sincerely, 
n- JoHN J. O'CONNOR. 
S. P. S.—This letter is not exactly “personal’’—just to you—and I could not 
oy ordinarily treat your letters to me as “personal,” as you marked your letter—in 
0- the sense of being absolutely confidential—to the exclusion of my showing our 
at correspondence to Messrs. J. Isbrandtsen and Crinkley ; otherwise I have no idea 
al of broadcasting. 
on J.J. O'C. 
> Mr. James. Along the same line, might I add that while the wit- 
_ nesses for the Isbrandtsen Co. repeatedly state the conferences are 
or nothing but international price fixing cartels, they come out publicly 
sal in the newspapers, and did so here this morning, and state 
te The CHamman. Do you have a copy of those newspaper ads? 
ve Mr. James. Yes, I do. 
to The CHarrMan. Send them in for the record, please. 


(The documents referred to follow :) 
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ISBRANDTSEN LINE 









a. oe \iw Vorb 





INDEPENDENT OSPENOAGLE 


REGULAR SAILINGS FROM JAPAN 


Tokyo, November 6, 1952. 
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and shower, To San Francisco $350, to New York 9450. 
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eee cecheme Fercign Trede Bidg Tel. 87873. 7208 snindzo. egos Bk tones benmectl. . Minete bn. Tel.6- 2658 ~ 6 
ayer Fleer Meteneke Kiess Bldg. Toi. 4-220, 1575 Lebema, Kisodocks Tel. Skimise 1144 1903 
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wpe Times, March 14, 1953, Tokyo 








ISBRANDTSEN 


ROUND-THE-WORLD 
: SERVICE 
To NEW YORK 
NORYO a + Sie 





PRILAD GAN FRANCISCO 


ae 108 A ANGELES 
$/S_FLYING FOAM 


Nagasaki Kebe Nageysa Shimise Y’hama 
Arrives ..e.. Mar. 12 Mar. 14 Mar. 18 Mar. 30 Mar. 21 
ha eeterere ‘Mar. 13 Mar. 17 Mar. 19 thew a Mar, a 
$/5 FLYING cLoue 
Arrives ...., Mar. . 3% Mar. Mar. Mar. 2 
Baile ...cceee Mar. Mar, St) Mar. = Me. @ Mar. a 


$/S FLYING TRADER 
Arrived ..058 Aor. 14 Apr. 18. Apr. 38 Apr. 81 
Balls .oc0080 Apr. 17 Apr. 19 Apr. 3 Apr. B 


ISBRANDTSEN FREICHT RATES 


EL 

ST 18 VERY IMPORTANT THAT THE FOLLOWING MESSAGER 
BE UNDERSTOOD BY ALL SHIPPERS, EMIS POLICY S8ATE- 
MENT 18 EFVECTIVE IMMEDIATELY. 


1. SSBRANDTSEN WILL NOT BE UNDERQUOTED. 


3. ISBRANDTSEN WILL GIVE ITS CUSTOMERS THE PROTEC- 
TION OF THE BEST RATE GOING. THIS MEANS THAT OUR 
CUSTOMERS CAN HAVE EVERY CONFIDENCE IN CONTINU-~ 
ING TO LOAD THEIR CARGOES TO ISBRANDTSEN VESSEL 
AND KNOW WITKOUT ANY DOURP THAT THEY WILL RE- 
CRIVE THE LOWEAT GOING FREIGHT RATES IN THE MAR- 
KET As’ OF THE TIME OF THE LOADING OF THEIR CABRGORS. 


3. ISBRANDTSEN WILL DO WHAT IS NECESSARY FO REMAIN 
COMPETITIVE AND TO PROPERLY PROTECT OUR CUS- 
TOMERS FROM BEING INJURED BY RECKLESS COMPETI- 
TION ON THE PART OF DISAFFECTED CONFERENCE 
MEMBER LINES. 


4. ISBRANDTSEN WELCOMES FIRM OFFERS OF FREIGHT AND 
RECOMMENDA THAT SHIPPERS TALK WITH US BEFORE 
CLOSING ANY FREIGHT BUSINESS TO THE UNITED STATES 
—_— TO THE BASH COAST AMERICAN 
PoRTs, 


§. THE ABOVE APPLIES TO ALL ITEMA OF CARGO FOR WHICH 
FREIGHT RATES MAVE BEEN THROWN OPEN BY THE 
SAPAN-ATLANTIC AND GULF FREIGHT CONFERENCE. 


6. PLEASE UNDERSTAND THAT WS WILL NOT, UNDER ANY 
CIRCUMSTANCES, ENGAGE IN ILLEGAL PRACTICES SUCH 
AS GIVING OR PROMISING SECRET RERATES. BUP YOU 
CAN BE ASRURED YOUR N&E FRZIGEE COST WILL BE 
LOWEST VIA ISBRANDTSEN. 


Pekye: Telephone 96-6447, 1473. 2539, 6084 
Yotomama: Santen Foresg Trede Bicg.. 23-7373, 1288. 
Laos Mawuoks Kissa Bidg. 4-123 
Ovartas tnd fooe, Tekiwa mites Ne. % Jcheme, 
Koraibeshi, zu, THe 
ARR Shimizu Soke, 4 l-shome, Bincde-sha, 
Shimtew 1144, 
Megere: Aichi Katjun, iohenmectsd, 
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IsBRANDTSEN 


ROUND-THE-WORLD 
SERVICE 
Tokyu, December 3, 1963 


ISBRANDTSEN RATE POLICY 


We have checked with Isbrandtsen Company, New 
York, regarding the rumour that Isbrandtsen had asked 
the Conferences throug! the Pacific Far East Lines to 
halt the rate war on the basis of en arrangement 
whereby all lines would assess equal rates. Isbrandtsen 
Company has asked us to state that this rumour is un- 
true and senseless since Isbrandtsen has not been par- 
tictpating In the cut-throat, below-cost, dumping rate 
war. Isbrandtsen policy was stated clearly in its public 
announcements of June 16th and July 6th, 1953. This 
policy is still our precise position. 

Briefly summarized, Isbrandtsen policy is as follows: 
We are full repared to take constructive action 
towards the sate of treight rates desired by all 
Interested in &@ Goality and progressive trade between 
Japan and the United States. We have no interest in 
or intention to transport cargo at unprofitable rates. 


If freight rates are established which are fair and 
vensonebTe to the Japanese Exporters, the American 
Importers, and to the carriers, we are prepared to appl 
wach sues t6neeeahnned cn or ee ee 


ollowing necessary reservation. It is a basic policy o 
sbrandtsen to give prompt and considerate attention to 
the adjustment of freight rates required to establish or 
maintain the flow of commerce between the countries 
served by our vessels. 

We expect to maintain our competitive position 
vigorously and entirely above board. We trust the pre- 
sent dumping rates being assessed by our competitors 
will be replaced by fair and reasonable rates in the im- 
mediate future. 

On July 15th, Isbrandtsen took the first constructive 
step toward stabilization by incr ng its rates to 
Conterence Kates in effect prior to the outbreak of the 
reight war less fifty percent and with minimum rates 
of $9.00 per payable ton to US Pacific Coast Ports and 
$12.00 per payable ton to US Atlantie Coast ports. 
Isbrandtsen also proposed that all other lines follow its 














































of fair and stable rates. 
We hope the Conference Lines will by now have 
seen the futility of assessing bebow-cost rates and the 


danger to Japan's future ttage pewRion in continuing to 


carry cargo to the Un y= Payee rates. On 
the basis of the and when 
rates are stabilised at « fete level, ae will 

same net rates ce 
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THE MAINICHI, MONDAY, MARCH 15, 1954 





\OGR ae @ATE PO.:cY Om Ye FIAGT An. 
owt Any OF THE RATE Waa 


One year ago the Conferences began the amrent rate 
Isbrandteen withdrew from this cut-throat rate wer 


dees not believe in quoting belpw-cos dussping retes. 
Isbrandtsen is willing to cooperate tm any honest effort 
toward stabilisetion of retes. If rates are established by 

Conferences or the Japanese Lines which are faie and 
reasonable to all concerned, Isbrandtsen will apply such 
rates, ‘At the same time, Isbrandtaen will continue to 
give prompt end considerate attention te edjusiment of 
rates when such adjustments are necessary to establish 
or maintain the flow of commerce.) Isbrandtsen will 
continue its regular, independent ser ice 

s/o FLYOG SAGE 


Kobe nerxe GRASS VY hama 
Arrives .y050 Mar. 21 Mar. Mar. 24 Mar 


. 2 
Salle ...-eee, Mar. 22 Mar. 23 Mar. 24 Mar. 3% 


NEW YORK Pawawa JAPAN 


CALLING US. GULF ANY’ @ &#T CUAST PORTS, 
KOBE, YOKOMAMA ALULITIONAL FAR E4*T 
PORTS WITH CARGU INDUCEMENT. 


© 8 GRA U 
Aatrce 
Baltimore ...... Mar. 22 


Les Angeles .... Mew Vers ... Ma @ 
San Francisoe ... Mar. 2% Meyeten ......., ap. 3 
P 


Yokehama ...... Apr. 1] | San Francisce .. Apr. 21 } 


Rabe ereovrergee Apr. 14 Arreves 
Takao eeereegee Apr. 18 ay 
Keelung eeeseere Apr 19 aeeee - © May 


ws a 


Gubject to change with or without netics 
GENERAL AGENTS 


ROTHER T. & 8. CO. LTH 


TUKYO Sanyw Bidg.. Tel. 24-1473. 0447 Gas, 40” 
Tel. 244002 Passenger Dept. 
YOKOHAMA: Yokohama Fore'gn Trade Bagg., Te’ +7273 ‘a8 
KOS@: Matsuoka Kisen Bidg., Tel. 404m, 153% ™ 
OBAKA: Tokiwa Bidg., No. 7, l-chome, Koralbeea:. Higaeh!-ku, 
Tel. 237508, 9188 
SMIMIZ' Shimizu Soko. 2, lchome Hinnée-cho, 
Tei. Shimisu 3550/2 
NAGOYA: Aichi Kajun. 4, ¢cheme, Minetohuamechi, Minato-ka, 
Tel. Tevkiji 61601/5, 1608 
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ISBRANDTSEN COMPANY, jINC. 


NEW 





Ndewne 

Me ehome. Hongoke che 

Miie=oaahi, Chuc-ka, 
s Centra P.O 
ra, japan. 


tiers SSS, 


ther Treting & Steamstip Company. Led 


YORK 


Wherch & the 


ISBRAMDTSEN PROPOSES RATE INCREASES ; GOVERNMENT 
ACTION TO STOP THE RATE WAR 


Gentlemen 


Re woes fetter of March i, 1964, we think that 
Po ee pdptaed our position very well to the gentle 
gen & Se Government with whom you met on 
Fetus, 27th As to thome factors where you 
cepremeed our position clearly, we will not cor 
wet here, however, two or three items appear te 
news further comment from us. 


We refer to the suggestion that we negotiate 
direct with the oonferences regarding steps to end 
‘tee rate war For reagong af basic policy we will 
~t woe a cartel, anather mame for conference. 
mex pamtion im that respect is the same as the 
oor whebming majerity of American business men 

every imdlustry. We believe in and practice the 
wmerkan concept af competitive free enterprine. 





Te negotiate directly with the conferences means 
me amiling of agreements which must be fled 
wth and approved by cur reguistory authorities 
were. eat which would be considered by American 
exporters and importers as the equivalent of 
waming and becoming members of the conferences 
What we dei was to make even more binding 
peblic commitments when we advertised cur uli. 
imgness io abply the mone rates as conferorve Hnves 
under ceriain stated conditpms We say this to 
riphawe ont aacere parpos fe assist im emadivy 
tke rete war. and to repeat we de not want to 
wi a trem a ar eecape hatch an ta our propomal 

as to deating fairiy with the. shipping 
ak: amd as to the attions of the conference 
wemters therauel ves. 


Wrhkor did wr mean by cur casdition ag te “fair 
met teaponabie rates First ag te Japanese ship 
gore they have inaisted rates priur to Mare} 
OR, were te: high. We think they were righ 
aed thee interesta must be protecte:’ by th 
carr a being very definitely the “joint in 
terests” of cueriers and shippers. Further if rates 
are too fgg and there ix nat enough cargs to go 





{ 
ie 


around, si wh oo many lines mn the trade, 
worse of the vom could well afierd to give secret 
ng Mages ae «e fear wouk] do sa We oppase 
ab veh ime + Mii pe acucts 4G CONIaCI 
raw haz are = hgh ave a factor which has 
ver wPmte efiect «ee Seat purtxutar matter 


Rates «teh are “far om rrammable” to Ame 
ncan MNpeOrters ihe water general con 


Nation af GUT + eax Jape nese 


Carries 





Kx @ Pk porte? 


with the tone scahinhemad chcmaggfoe 
usually paid for when loaded amm he Sipe and 
bile of lading are isaued amd thus wher cargo 
moves from Japan to U.S.A. it ia usually Asner 
can property which is being transported and 
moreover the American importer wsusily pays the 
actual freight charges. it sows te we h« mterente 
of the American imiporters must be commetared 


Rates which ere “fair and remsomable” to the 
carriers roeans rates which ere act ‘am Sigh and 
which prejudice the flow of teinwes frees Jagan 
te USA, and which are not too low to afkew the 
carriers a reasoetatie profit to which they are 
entitled. Some Shippers have suggested rates 
which are too low, while scene carriers appear & 
mmaiet on rates which are ten Bigh = r emat & 
see rates which are fair to ah empesd ond 


it a omr present thought that freight rats 
should be sei at somemipere ground 7 4% 3 af 
the conferences rates  tamaped ite ig Pipe 
io March 12, 1954 . 


if the conference Woes shouki succeed emt ab 
lishing the exclusive petronage conference com 
iract dual rate system, we wed be fhecad co 
withdraw our propemal lo @ppiy The Séimecs rater 
as the conference. We will not 
ferences The pore fhe comdecenes -Antract’ 
fate system i& te attam 4 meornugely io Che come 
ference members-and this is true regardless of 
any graundiess and faise coatentine ite purpaer 
is to stabilize rates and settings ¢or “he, Senet 
of shippers. Comditions are wuaths yor y edit: 
where complete nvnapalkes exercer $b Piel 
Further. there is dewbt that there wrt Be #or 
reasonally atable conditioss ao lomg .@ Une num 
be i ships heing operated a> *s exceeds ihe 
number required to trapegeert the Cargo avallatde 


Steet cargo 


Otherwise as previously sistes @ this lett oe 
ongider all other factors die smart at the Preciteng 





red ta were properly «t,..tned hr ve 4 
reported in your letter « March } foty We 
et my Ess Of wwe the Sime ger Trane 
SUR Ber *& 


» leseaey 


portation the caplanetwes «et 


Yours very inely 
ISPRANDTSER COMPAMY, 1x 


joan the con, 
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ISBRANDTSEN 


NEw YORK 






INDEPENDENT 


REGULAR SAILINGS FROM JAPAN 


Nie. 93 Yokohama, April 6, 1954. 
TO: ALL £XPCRTERS alD St IPFERS: 





















NCUNCEME N RAND? SEN MIN 


We have received the following cabled instructions from our 
principals, Isbrandtsen Company, New York: 
. 





1. "ON THE BASIS CF YCUR ADVICES THAT THE JAPANESE LINES ARE TALING 
ACTION TO INCREASE THEIR MINIMUM FREIGHT RATES, FLLASE ANNOUNCE 
TO TRADE THAT EFFECTIVE JUNE 6 CUR ISBRANDTSEN MINIMUM RATES WILL 
BE INCREASED TO $12.00 WEST CCAST USA AND $15.00 EAST COAST. 


2. “IN ORDER ATT. MPT COMPLY WITH WISHES OF EXPORTERS TO EFFECT I*CREASES 
' BY STEPS, IT WILL Be FURTHER IN ORD&R TO ADVISE SEIPPERS THT WE 
ARE FREPARED TC ACCEPT BCCKINGS FROM /UCUST 6 THRU CCTOBER 6 ON 
TFE BASIS OF MINIMUMS OF §15.CO WEST COAST 4ND $20.00 ELST COAST 

CONFIRM WITH YOUR COMMENTS” 








3. “PLEASE UNDERSTAND THAT IF THE JAP/NESE LINES DC NCT FCLLOW OUR 
ACTION WE WILL FROTECT NET RATS THEY ESTABLISH PROVIDED THEY ARE 
AT LUAST EQUAL TO PRESENT MINIMUMS", 


ceeeeseeeeeeeseeeeese « 


Vessel Kobe Nagoya Shimizu Yokohama 
S/S REMSEN HEIGHT arr. <fpr.2l1 Apr.25  Apr.26. Apr.2 


mm 


S/S FLYING ARROW Arr. fpr.26 &spr.29  Apr.30 Apr. 30 


S/S STR JOHN FRANKLIN srr. May 12 May 15 May 16 May 17 


HOTHER T.& S. Co., Ltd. 


GENERAL AGENTS 
TOKYO OSAKA: 










Bldg Tel. 24-0447, 1473, 2529, 3856, 6854 No. 7, l-chome, Koraibashi, Higashi-ku. Tel. 23-7509, 9185 
oo : NAGOYA: (Aichi Kaiun) 

en Trade Bid, Tel. 2-7273, 7292 4, 4chome, Minato-honmachi, Minato-ku. Tel. 6-1601~5 
KOBE scnesaeamiatiniad ’ F SHIMIZU: (Shimizu Soko) 


@th Floor Matsuoke Kisen Bidg. Tel 4-0180, 1525 2, lchome, Hinode-cho. Tel. Shimizu 1144, 1901, 1608 
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Mr. James. While they decry the international cartels that we rep- 
resent as rate-fixing bodies that deny the right of free competition 
to the carriers in our international trade, nevertheless they wind up 
by saying, “If these cartels would be absolutedly one hundred percent 
effective, we would join them,” and it is difficult for me to see their 
criticism of a carte] when they would be happy to join it by their own 
statement if it were just a more effective cartel. 

He said to you this morning that he would join these conferences 
on four conditions, one of which was that the conferences were able 
absolutely to maintain agreed rates; in other words, that the members 
of the conference would not violate their own agre eed rates, which was 
his charge. 

The fact is that in the conferences that I represent, Mr. Chairman, 
when the members of the conference do—and there are such occasions, 
I suppose—rebate below their own agreed rates, they do so because 
there is an outsider in the trade who is cutting their rates and it is 
a perfectly natural thing to have happen. It is something we try to 
stop completely but, when you have 24 lines in one trade all of whom 
are charging, we will say, $1 a hundred on a particular commodity 
and there is one outfit in the trade that is charging 10 percent under 
that, the particular lines that go to those same ports have a great com- 
pulsion as far as the importers and the shippers in the trade are con- 
cerned to compete with that 10 percent reduction and if they cannot do 
it openly, they find means of doing it by rebating 10 percent them- 
selves. 

So what Mr. Crinkley is simply saying is that there is rebating 
going on among conferences, and perhaps there is some rebating 
going on among conferences but if that is the fact, the objective of the 
lines who do that is to meet the competition of the line that is outside, 
such as the Isbrandtsen Co., which is cutting their rates, not to meet 
the competition of the other members of the conference who are charg- 
ing the same rates. 

Another thing that Mr. Crinkley objected to this morning was the 
fact that the members of the conference grant under their shippers’ 
rate agreements, that is, their exclusive patronage contracts, only 60 
to 90 days’ notice of increases in their rates and, generally speaking, 
that is correct. Most of our agreements provide for either a 60- or 90- 
day period of advance notice to the shipper before we change our 
rates and, if I might explain that, IT would like to point out that in 
international trade where there is dual jurisdiction of rates, carriers 
are not required by the law of either country, either maritime nation, 
either importing or exporting nation, to give any advance notice at all. 
There is no requirement. Whatever is done is purely voluntary. The 
60 to 90 days’ advance notice that we give is purely voluntary under our 
contract. It is one of the considerations that we give to the shipper 
in consideration for his exclusive patronage. 

The Isbrandtsen Co. conducted a proceeding called Afghan Trading 
Co. v. Tshrandtsen before the Federal Maritime Board to prove and 
establish the fact that as far as Isbrandtsen is concerned they could in- 
crease their rate the very morning upon which they receiv ed the ship- 
ment from the shipper. That is the fact. 

In another case, the Isbrandtsen Co. took to the Supreme Court an 
objection against the Federal Maritime Board’s decision in their 


| 
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docket 128, requiring all carriers in the export foreign trade com- 
merce to file their rates 30 days after they are effective. Isbrandtsen 
objected to domg that and w ent to the Supreme Court to support their 
objection. The fact is that the Isbrandtsen Co. does not give any 
notice at all of their increases in rates. In fact, they maintain their 
right to increase their rates the very day they receive the shipment 
and have done so. Yet they object to our giving 60 to 90 days’ notice. 

They think, I suppose, that we should give more than 60 to 90 days’ 
notice. 

The Crarman. Do you have the records to substantiate these 
charges that they increase their rates the day they receive the cargo? 
Do you have records to show that ¢ 

Mr. James. Yes, that was the case of Afghan Trading Co. v. 
Isbrandtsen, a formal proceeding before the Federal Maritime Board. 

The Cuamman. Who is this Afghan Trading Co. ? 

Mr. James. Afghan Trading Co. was a shipper, Mr. Chairman. 
Just who they were, I do not know. 

They objected to Isbrandtsen’s having increased the rate on their 
commodity the very day they delivered the shipment to them. 

The Cuarrman. That matter went before the Maritime Board? 

Mr. James. Yes, it did, Mr. Chairman. It is a matter of public 
record. 

The CuamMan. Do you have the docket number ? 

Mr. James. The Board upheld the right of a steamship line in 
foreign trade that was not a member of the conference to make its 
rates without notice. 

The CuatrmMan, The Board said it was all right? 

Mr. James. They did. 

In answer to your question, Mr. Mailliard, on how rates are con- 
structed, how does Isbrandtsen make their rates, Mr. Crinkley said 
that Isbrandtsen Co. makes their rates on two bases, as I understood 
him at least. One, he said there there is a conference with a dual- 
rate system they have a policy of charging 10 percent less than the 
conference. Where that is not the fact, he said they go to the shippers 
and they negotiate a partic ular rate with a particular shipper. 

I do not question either one of those statements. 

From my observation of the Isbrandtsen Co.’s operations, that is 
exactly what they do do. 

In our case in the making of rates, which Mr. Crinkley called dis- 
criminatory because we charge two different levels or rane namely, 
contract and noncontract rates, all of our contract rates are exactly 
the same, so that every member of the conference charges the same 
contract rate. 

By his own admission, the Isbrandtsen Co.’s method of ratemaking 
is to make a rate for each shipper and that is exactly what they do. 
We do not. We give rates to all shippers, large and small, which are 
exactly the same rates. 

As far as discrimination between contract and noncontract rates is 
erned, there is no such thing. 

T do not believe there is any such thing as a noncontract shipper, 
Mr. Chairman, and if I can take 1 minute to explain that, I would 
like to do so, because there seems to be some idea in this testimony 
that there are contract shippers and noncontract shippers and that the 
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conferences discriminate against the noncontract shippers. I think 
the fact is that any one exporting goods or importing goods in foreign 
commerce is certainly going to get the lowest rate he can possibly get. 
The best way to do that is to sign a contract with a conference. 

I cannot imagine any shipper making a shipment on a conference 
vessel without calling for a contract and signing it. All they have to 
do is to write to the conference and we send them a contract and 
they sign it. We have somewhere over 3,500 contract shippers in the 
European conference and about the same, I guess, in the South Amer- 
ican conferences, and somewhere close to that in the straits and In- 
donesian trades. Every one who goes into foreign commerce certainly 
the first thing he does is to sign a contract, so that there is no such 
thing as a noncontract shipper. 

As far as noncontract rates are concerned, they are not the rates. 
The rates that the shippers are concerned with and the rates that we 
are concerned with are the contract rates. When we talk about rates, 
those are the rates we are talking about, so that there is no such thing 
as charging this shipper the contract rate or that one the noncontract 
rate except in the particular case of a shipper who has violated the 
contract whereupon the noncontract rates are assessed against him. 
That, I submit, is not discriminatory because the basis of it is the 
violation of the agreement. 

The Cuarrman. Did I understand you now to mean that whether 
one is in the conference or not in the conference the goods that are 
shipped over either line are by contract? 

Mr. James. Well, yes. The point I am making is this, Mr. Chair- 
man, I just want to clarify this point because it seems to me that 
there has come out here the understanding that there are two kinds of 
shippers in our foreign trade, namely, the contract shippers and 
noncontract shippers, noncontract shippers who use the nonconference 
vessels and contract shippers who use the conference vessels or possibly 
that they balance the two to their own convenience. In practice that 
just does not happen. In fact, the idea is something it is hard for me 
to digest. 

As soon as any shipper, as soon as any producer, whether an agricul- 
tural producer or manufacturer or exporter or otherwise, obtains his 
very first order from a foreign country and discovers that he must 
make a shipment in foreign trade and get up his goods from San 
Francisco or Los Angeles to Antwerp and he looks into the method of 
getting there, he discovers that there is a contract-rate system, where- 
upon, in order to get the lower of the two rates, he writes in to the 
conference and we send him a contract. He signs it and gets the con- 
tract rate. 

Frankly, I have never heard of a noncontract shipper. IT have been 
intimately associated with these conferences now for more than 10 
years and in that time I have yet to meet the noncontract shipper. 
All of our shippers are contract shippers. It is just not possible for 
anyone to go into the exporting or importing business without knowing 
that there is a contract-rate system in effect in that particular trade 
and signing a contract. 

The CHarrMan. Does the independent, about whom we are talking, 
ship by contract? Are the goods which a shipper ships over the in- 
dependent ship by contract? 
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Mr. James. With the independent, it is generally in violation of 
the contract with the conference. In our trade at least, Mr. Chairman, 
and I will stand by this statement, all of the shippers on the Pacific 
coast are contract shippers so that if any one shipper uses an outside 
line, he is a contract shipper and in using the outside line he is neces- 
sarily doing so in violation of his contract with the conference so that 
our problem is that when someone comes into the trade on a noncon- 
ference basis and cutting rates, the real difficulty that puts pressure 
on everyone who can use the services of that particular carrier to 
violate their contract with us, and to ship on the outside line and the 
at am generally comes from the importers abroad. Most outside 

ines in my experience, instead of soliciting the shippers in the United 

States, have their agencies solicit the importers abroad and have the 
importers abroad advise the exporter on this side that they wish to 
have this exporter use the outside line in order to obtain the benefit 
uf the outside line’s lower rates. That immediately puts pressure on 
every other competitor of that shipper and they all put it on us. They 
come to us and want us to meet the competition of that outside line, 
but obviously you cannot meet anybody who quotes 10 percent under 
your rate. 

Congressman Mailliard, you asked this morning a question of Mr. 
Crinkley with regard to the situation of rates to Puerto Rico, I be- 
lieve, or perhaps it was Congressman Allen. 

My recollection of that situation was that the Isbrandtsen Co. 
withdrew their announced increase in rates when States Marine came 
into the Puerto Rican trade and adopted the rates which had existed 
before Isbrandtsen had filed their increase. 

Mr. Crinkley stated that the other lines in the trade in order to 
be competitive with the States Marine’s new service agreed that 
they would withdraw their increases and maintain the existing rates; 
namely, the rates that States Marine had adopted. 

My recollection of the facts of the situation are somewhat different. 
I recall that particular announcement of increases and in that trade, 
by way of interjection, rates are controlled by the Federal Maritime 
Board. 

In our domestic offshore trades, the Board fixes the level of rates. 
In that particular instance, when the Isbrandtsen Co. withdrew their 
notice of increased rates, they stated they were withdrawing the notice 
in order to maintain parity between their rates and those of the other 
operators in the trade. ae" 

I have alluded to that for only one reason, that if in the Puerto 
Rican trade, from the Pacific coast to Puerto Rico, the Isbrandtsen 
Co. felt it necessary to maintain a parity of rates, to go as far as 
withdrawing an announced increase in order that their rates might be 
identical with those of the States Marine Corp., why is it that Is- 
brandtsen Co. can come before you gentlemen and oppose this bill 
stating that they believe in open competition ? 

They do not believe in open competition in the Puerto Rican trade. 

Why is it that they feel and can state to you gentlemen tht they 
believe that we are entitled to a little bit of competition in ‘oreign 
trades? 

They say they do not want a lot. They just want a little bit. The 
little bit is that all of their competitors shall be bound by a uniform 
scale of rates but Isbrandtsen shall be permitted to charge less. They 








234 TO AMEND SHIPPING ACT, 1916 


want that privilege in foreign trade but they could not stand under 
that very same condition in the Puerto Rican trade. In other words, 
what the Isbrandtsen Co. has wanted for many years, a quarter of a 
century now, has been that Isbrandtsen shall have all of their competi- 
tors noncompetitive with Isbrandtsen. Isbrandtsen shall have the 
unique privilege of charging 10 percent less than anybody else. It is 
for that particular reason that they have been doing that for 25 years 
now and getting away with it, that we are very happy and delighted 
to see that you h: ave announced that you will go into this entire subject 
and not leave it wit h this interim bill, 

I think that, having gone through litigation for 25 years on the sub- 
ject, it would help us “all if the C ongress ates announce whether 
or not the United States policy is to maintain stable rates in our 
foreign trade as well as in our domestic trades and if so, how that shall 
be done, and what are the requirements, and if there is a congressional 
policy to that effect and we are told how we may follow it and should 
follow it, of course, we can do it and we will do it. 

Thank you. 

The Cuarrman,. Mr. Allen. 

Mr. _ LEN. Mr. Chairman. 

Mr. James, how long have you been personally engaged in the 
business i in connection with these conferences ? 

Mr. James. Well, for the past 11 years, Mr. Allen, almost daily, 
and prior to that time sporadically while L was in the Maritime Com- 
mission, a little bit during the war while I was in service. 

Before the war, I practiced law in New York with the law firm of 
Barry, Wainwright, ‘Thacher & Symmers, and we did some conference 
work there, too. 

Mr. Auten. The question was preliminary. Have you observed 
during your connection with the business whether or not there are 
shipping operators that have available some substantial number of 
vessels that move in and out of trades according to where the lucra 
tive trade is either in tramp or in general cargo business 4 

Mr. James. Yes, Congressman Allen, I can certainly answer that 
question. The Pacific coast-Kuropean trade is a particularly good 
example of that type of movement in and out of the trade. 

In our trade from the west coast to Kurope from the Northwest 
where we have a great deal of fresh fruit and from California, where 
we have a great deal of fresh fruit and canned goods and dried fruit, 
those commodities are seasonal commodities. They are picked at a 
particular season and dried at a particular season, and move on to thei 
foreign markets during that season. Because of that fact and because, 
by and large, the rates on commodities of that kind are among the 
more lucrative rates, that trade from the Pacific coast to Kurope has 
lent itself to what we call rate cutter or the sporadic operator who 
comes in for the partic ‘ular trade and sends a vessel in, sends its solici- 
tors around among the packing houses and canning houses and solicits 
cargo at rates differentially under the conference rates, fills out a ship, 
sends the ship over the Europe, and we never hear from him again 
until the next season. That happens every year. We have had it this 
year, las* year, every vear. 

Mr. Auten. Are there a substantial number of such ships in the 
world trade, enough to constitute a threat to the very regular berth- 
line operators ? 
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Mr. James. Yes, the supply of those ships, Mr. Allen, is inexhausti- 
ble. There are ships aveilaite throughout the world in numbers to 
do that at any time. 

Perhaps I could better explain it this way: that the members of 
the conference are the lines in the trade who operate vessels on regu- 
lar scheduled routes and times just like the railroads operate, year 
in and year out. Some have been in that trade for 45 or 50 years. 
They build a vessel especially designed for that particular trade and 
many others. 

Now we know that there are tramp vessels available all over the 
world in international trade. Because of the principle of freedom 
of the seas no country has ever attempted to prevent any vessels from 
coming into its ports or into its trade. If that were done, obviously 
it would lead to retaliat ion, so that the vessels that can take advantage 
of that situation are the vessels of the entire world of which there are, 
of course, literally thousands and, of course, their agents and brokers 
are looking for a good spot to put the ships at any time. 

Mr. Auten. We have mentioned here several times that any line 
can get into a conference but on the other hand, are there require- 
ments that are placed upon that line as to frequency of service or 
availability of service or anything that makes them qualify as a mem- 
ber of a conference ? 

Mr. James. Well, that is a very good question. That is one of my 
own pet subjects. 

The fact is that this conference business exists among maritime 
nations all over the world. It is not peculiar to our international 
trade. 

With the exception of the trades to and from the United States, 
the conferences generally operate on a much stronger basis than we 
do. That is, their exclusive patronage arrangements are much 
tighter than ours have been permitted to be. 

The conferences in the United States have been required by the 
Federal Maritime Board and its predecessors in a number of deci- 
sions going back to the middle thirties to admit any common carrier 
that seeks admission to the conference without permitting the con- 
ferences to put any restrictions on the admission whatever; so that 
what it boils down to is that under this system that has grown up 
in this country under that interprets ne if an operator comes into 
the trade with 1 ship. owning just 1 ship and he is w illing to op- 
erate it on a regular basis in the trade, that is, to schedule it every 
vear if he wants to, we would be obligated to take him into the con- 
ference, and every attempt of any conference to keep anyone out on 
ae standard whatsoever at all that I know of, has been overturned 
hy the Board. 

Mr. Auten. If an operator wants to come in with 1 ship and 
wants to run in the west coast-European trade for 3 months and in 
the gulf-African trade for 3 months, and maybe 2 other routes for 
the other 2 periods of 3 months, can he come into the conference? 

Mr. James. If he owns one ship and wants to do this, I suppose 
we would have to take him in although I have not heard of that situ- 
ation. Under their rules I know of no escape. 


27695— 58 16 
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_ Mr. Atxen. He would be bound to your rates. He could not come 
in with a one-trip proposition and undercut your rates if he were in 
the conference ? 

Mr. James. If he sent his ship out to our coast, and this would go 
for any trade, if he sent the ship out there and did not apply for 
conference membership, obviously he would be free to charge any rates 
he wants to and not be bound by the conference. Of course, that 
happens all the time. 

_What he would do is solicit the shippers in the trade at rates 
differentially under ours. That would be what he would be more 
likely to do if he owned only one ship. 

What is more common than that is the shipowner who does not 
own only one at of whom there are many throughout the world, 
who puts a few ships into our coast in our season and moves them 
down to the gulf for the banana trade and the east coast for some 
other trade and moves them around during the entire season. 

Mr. Atiten. Thank you. 

_Mr. James. There is one other point which I think I should men- 
tion here. That is the statement made by Mr. Crinkley that the 
Pacific Coast-European Conference is dominated and controlled by 
foreign lines. 

Presently the Pacific Coast-European Conference, as I remember, 
is 24 lines, one of which is States Marine, and the others are non- 
American lines. Well, the statement that conferences are controlled 
by foreign-flag lines is one of those things that Isbrandtsen talks 
about all the time for political purposes but it does not mean a thing 
in the world because the people who control the conferences are the 
lines that are in the trade. 

It so happens that in this particular trade there are 24 steamship 
lines, one of which is an American line. They are all in the con- 
ference with the exception of Isbrandtsen. If there were 24 lines 
in the trade and they were all American, obviously, there would be 
more American lines, but anyone is perfectly free to put his ships 
wherever he wants to and they have not seen fit to put them in the 
[European trade for obvious reasons. 

The reason there are not American operators in the European 
trade is a matter of currency largely. There have been more Ameri- 
can-flag operators in that trade from time to time and they have 
dropped out. Isthmian and Waterman were in there and they have 
all dropped out. ; 

I think I ought to point out to the members of this committee that 
in international trade, which is all we are talking about here now, 
there is no such thing really as domination by American-flag lines 
or by foreign-flag lines. 

Let us take the business of exporting from California to Stockholm. 
When the Johnson Line, which is a member of this conference, gets 
to Stockholm, they are not a foreign-flag line. This is international 
trade we are talking about. 5 

When the Holland-America gets from San Francisco to Amster- 
dam, they are not a foreign-flag line. 

When the Hamburg-American Line gets to Germany they are not 
a foreign-flag line, and every export and import in international 
trade is both an export from one country and an import into the 
other country, so that it is extremely misleading to say that this thing 
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is controlled by foreign-flag lines. That is completely ridiculous 
to make such a statement. 

The conferences are controlled by the members of the conference, 
whoever they might be, and any line that wants to is welcome to join 
the conference. 

The Cuamman. Mr. Mailliard. 

Mr. Maruiarp. I have no questions. 

Mr. Cowen. Mr. James, in relation to your question as to the rate 
war with Isbrandtsen and the Japanese trade, when they had cut the 
conference rate and had finally advertised in the newspapers and had 
written your conference chairman a letter to set the basic rate at 75 
percent of what the conference rate had been, did the conference agree 
with that proposed rate as set by Isbrandtsen ? 

Mr. James. No, they did not. 

Mr. Cowen. Did the conference hold to their rate as it had been, 
sir? 

Mr. James. No, at that time they were open. They had opened the 
rates in March 1953. 

Mr. Cowen. Yes, sir. 

Mr. James. When they opened the rates each member of the con- 
ference went out and competed with Isbrandtsen. They cut Isbrandt- 
sen’s rate and he did not like it. 

Mr. Cowen. I understand that, but when the conference went back 
to a conference rate, did you go back to the old rate that you had been 
using before Isbrandtsen came in ? 

Mr. James. I am quite sure they did not. They have not gone back 
yet, in fact, in that trade. They are still open. 

Mr. Cowen. That trade is still open ? 

Mr. James. They are’still open, yes. 

Mr. Cowen. So that the conference members themselves are com- 
peting with each other and with the independents still ? 

Mr. James. Yes, they are all on an open basis. 

Mr. Cowen. Allright,sir. That is all. 

Mr. JAmes. Thank you very much. 

The Cuarrman. Thank you, Mr. James. 

Mr. Pasche? 


STATEMENT OF A. J. PASCHF, CHAIRMAN, ASSOCIATED LATIN 
AMERICAN FREIGHT CONFERENCES 


Mr. Pascur. Mr. Chairman, I had intended to appear here today 
and read into the record a short prepared statement and then make 
myself available for whatever questions the committee might see fit 
to ask. However, after listening to Mr. Crinkley’s testimony this 
morning, it is perfectly evident that it is so chock full of inaccuracies 
that must be answered that if I should attempt to answer them today 
a disproportionate amount of your time must be taken up. 

In our opinion, it is absolutely necessary that those inaccuracies 
be corrected. Rather than take that time today, I would like per- 
mission to waive the privilege of appearing and amend my statement 
and submit it to you in the early part of the week. , 
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In the meantime, I would like to have it understood for the record 
that we heartily support the bill which is before this committee and 
sarnestly urge its early enactment. 

The Carman. You represent the Associated Latin American 
Freight Conferences ? 

Mr. Pascue. That is correct. 

The Cuarrman. We will accept your statement and have it placed 
in the record. 

(The statement referred to follows:) 


STATEMENT BY A. J. PascH ON BEHALF OF ASSOCIATED LATIN-AMERICAN FREIGHT 
CONFERENCES IN Support OF H. R. 12751 


My name is A. J. Pasch. I have been employed for the past 20 years as chair- 
man of a group of conferences known collectively as the Associated Latin-Ameri- 
can Freight Conferences, the member lines of which operate to a substantial por- 
tion of the Latin-American area. A list of these on whose behalf this statement 
is made is appended. Prior to my present association, I had spent 12 years with 
the Munson Steamship Line, the last 4 of which were as director of traffic. This 
followed 7 years as head of the South American and West Indies Trades Divi- 
sion of the United States Shipping board. 

The decision of the Supreme Court appears to create a distinction hetween the 
particular type of dual-rate system which was condemned and other dual-rate 
arrangements which in the language of the Court “are not designed to stifle or 
curtail competition.” If this distinction were clearly drawn, neither the wit- 
nesses who appeared last week nor the many other conference chairmen and 
steamship carriers submitting statements contemporaneously would need to make 
such submissions. However, a realistic analysis forces the conclusion that 
extreme cloudiness and uncertainty exists. We already have received letters 
from some shippers advising of cancellation of their contracts because of their 
belief that the Supreme Court has outlawed all agreements. Incidentally, there 
are in effect some 60,000 contracts in our trades. Rather than face more litiga- 
tion with which we think we shall inevitably be confronted, we believe the wel- 
fare of the foreign commerce of the United States is best cared for by a forth- 
right approach to the problem. We see no better solution at this time than sup- 
port for the bill which is before your committee now. We respectfully urge its 
early passage. 

Mr. Cocke, in his testimony Thursday, covered the general situation so well that 
I will not burden the record by repetition. I do wish, however, for the record, 
to subscribe to Mr. Cocke’s remarks and would like to comment briefly on a few 
aspects of the matter concerning which, in my opinion, there is something less 
than a clear understanding. 

It was stated at the hearing that there is reticence on the part of shippers 
to come in and testify because of fear of retaliation. This is utterly ridiculous. 
The thought that the conference carriers, or any of them, might entertain the 
idea of incurring the ill-will of a client and thus prejudice its ability to partici- 
pate in that client’s future business merely because the client indicates an honest 
view, which incidentally frequently occurs, simply cannot be given the least 
credence. 

A good deal of language has been used in an attempt to persuade this com- 
mittee that considerations which arise in conferences are dominated so far as the 
results are concerned by foreign-flag members. Our membership is composed 
of 24 lines and they are predominantly foreign flag. Some of them operate from 
the United States to one or more of the destination countries regularly served 
and also maintain separate competitive services from foreign sources of supply 
to these same destinations. During the 20 years that I have been associated 
with the conference office, despite the opportunity to favor their competitive serv- 
ices, there has never been the first indication that the foreign lines, singly or 
as a group, might even think of imposing a view on their American brothers 
which would be contrary to the best interests of the exporting public of the 
United States or the United States-flag carriers. Nothing even remotely ap- 
proaching domination has ever been evidenced. 

If I have correctly understood some of the other testimony, conferences gen- 
erally have been accused of imposing higher rates than are needed to provide for 
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a reasonable return. This is pure hogwash! If there is one thing about our 
business which stands out prominently as being elemental, it is the certain 
knowledge that unless we can and do provide rates which enable our exporters 
to readily land their merchandise in the foreign markets, there will be no cargo 
to carry. 

It has also been indicated that rates are constructed on the basis of the higher 
cost of operation of American vessels and that consequently the foreign-flag 
members reap a harvest. This is not so. No such indication could honestly 
be given by anyone having even a rudimentary knowledge of the subject. 

Without going into the complex nature of rate construction, I think it is fair 
to state the conference activity is continuously dedicated to the construction 
of a fair and equitable rate structure. It seems evident that the so-called in- 
dependent operators contribute nothing to this effort and that is more than amply 
demonstrated by the fact that when asked for quotations all they do is to say: 
“My rate is 10 percent below that of the conference carriers.” Certainly no 
ingenuity or know-how is required to convey that type of message. An office boy 
ean do it. 

The decidedly adverse effect which rate wars have upon the commerce of 
the United States is a thing to which we are no strangers. During such periods, 
the exporting public is completely in the dark from day to day as to what its 
transportation charges are likely to be. The vices attendant upon this sort of 
situation are so obvious that there appears to be no need to go into a lengthy 
explanation of them. However, I think one important aspect that might well 
be highlighted is that if carriers generally are to be forced to live with a schedule 
of rates at a single level, they will be vulnerable to attack by cut-rate oppor- 
tunists and those attacks certainly will come. Out of that situation only one 
result will emerge and that is that eventually the shippers with a large volume 
of cargo will receive the benefit of rates lower than those available to the smaller 
shipper, which means in turn that the smaller shipper, being unable to com- 
pete with the exporter having the larger volume, will be eliminated from the 
market. 

It seems pertinent to observe also that history shows that during these periods 
of rate disturbances in our areas, not a single ton of cargo is moved which 
would not have moved anyway under reasonable compensatory rates. You 
might be interested to know that a rate war which terminated 3 years ago in 
one of our trades has left us in the position of attempting to negotiate our rates 
back to a compensatory basis. The financial effect upon the conference carriers 
who were left to pick up the pieces after the hit-and-run operator had with- 
drawn, can easily be imagined. 

Certain specific statements of Mr. Crinkley, Isbrandtsen vice president, are so 
at variance with the fact that they are being answered seriatim. 

1. The use of the conference contract dual-rate system is contrary to the general 
public interest 


The public interest is best demonstrated by the public itself. If the contract 
system were opposed to such interest it is highly unlikely that the American 
public would have subscribed as wholeheartedly as it has to the use of that 
very system. 

The true purpose, design and objective of the dual-rate system, entirely apart 
from any predatory intent is to provide to shippers expecting to have cargo to 
be forwarded over a period an inducement to agree in advance to ship their 
eargo during the contract period only via the conference lines, to afford rea- 
sonable consideration to such shippers for entering into such agreements and to 
provide the basis for reasonable charges to such shippers under such circum- 
stances. Such a system provides to the conference carriers as assured volume 
of traffic on the basis of which the better to arrange their schedules and pro- 
vide adequate and suitable services and provide for the continuing replacement 
of equipment with modern and efficient tonnage and affords to shippers particu- 
larly the assurance of continuance of reasonable rates and dependable service 
on the basis of which to do forward business. 


2. The public interest will be protected only by the presence of energetic and 
bona fide independent competition 


Just the opposite is true. Whenever nonconference competition appears, 
whether it be energetic or otherwise, the practice invariably is to slash con- 
ference rates. The conference is faced with two alternatives; either to ignore 
the competition which is unthinkable because this approach would fail to be pro- 
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tective of the interests of loyal contract exporters, in addition to which the con- 
ference carriers would be obliged to suffer a loss of traffic which they have spent 
many years, in cooperation with the public, to develop. The result, therefore, 
could only be a day-to-day adjustment of rates down to the level of the out- 
side competitor. As common carriers our conferences acknowledge and are 
keenly aware of their obligation to extend to all shippers of the same com- 
modity equal treatment under like conditions. It is perfectly obvious that a 
very substantial difference exists between the shipper who subscribes to con- 
tract terms and one who elects not to do so. 


3. Freight rates are generally established on “what the traffic will bear” 


While it is admitted that there is no precise, scientific formula for the con- 
struction of freight rates, the old psychology of exacting everything the traffic 
will bear went out long since with the kindred impropriety “the public be 
damned.” The determination of rates is arrived at without regard to any cost 
differences which may exist between United States and foreign flag vessels. 
Operation of the conference system under the jurisdiction of the Federal Mari- 
time Board and its predecessors during the past 40 years has brought about the 
realization that the exporting public and the carriers should be regarded as part- 
ners in the successful marketing of United States merchandise. If the con- 
ferences have erred at all, it has been to adopt rates which are more moderate 
than they need be in their desire to be of the utmost aid in not only maintaining 
a free flow of merchandise but to aid in the further development of export sales 
generally. 


4. An entirely insupportable comparison of the rates on tobacco and cotton in 
the various trades is made 


The rate on tobacco to certain European destinations was stated to be $2 per 
100 pounds whereas the rates to La Guaira, Venezuela, and Valparaiso, Chile, 
were reported to be $5 and $7.25 per 100 pounds respectively. A comparison of 
rates in one trade with those in another is improper‘unless conditions in both 
are substantially the same. This is rarely, if ever, the case. Tobacco moves 
regularly in substantial volume to Europe but insignificantly to Venezuela and 
Chile. Moreover, the volume of all cargo to European destinations greatly over- 
shadows the import requirements in Chile and Venezuela and return cargoes 
from the latter country are by comparison meager indeed. 

It was stated that with respect to a movement of some 60,000 hogsheads of 
tobacco to Europe a nonconference carrier had undercut the conference rate by a 
considerable margin despite which a satisfactory profit had been realized. What 
was not said, and what is really the crux of the matter, is that it suits the con- 
venience of the nonconference operator to cut rates when a sizable volume ap- 
pears. It is extremely doubtful that this carrier would be interested, if ap- 
proached, in participating in the transportation of the small volume of tobacco to 
Venezuela or Chile even at rates materially higher than they are. Mr. Crinkley 
further stated that supposedly high rates in the Venezuela trade were attributa- 
ble to the absence of nonconference competition in the trade. The facts are 
otherwise. Contrary to Mr. Crinkley’s statement, there are five nonconference 
lines competing at cut rates in the Venezuela trade. These are among those 
listed below in answer to question 6. 


5. It is strongly intimated that conference members do not honor their promise 
and word as to maintenance of agreed rates and that no initiative or in- 
vestigation is displayed in adjusting freight rates where needed 


To the best of our knowledge, no representative of Messrs. Isbrandtsen has ever 
participated in a conference meeting. It is therefore remarkable that they should 
be able to determine the extent to which the conferences have been remiss in 
the performance of activities for which they were formed. Except for the rare 
human error, which all of us must occasionally acknowledge, there is absolutely 
no truth to the charge that the member lines of the conferences, on behalf of 
which this statement is submitted, have failed to scrupulously observe their 
obligations. 

I should like to make it known that our conferences maintain executive com- 
mittees in practically all of the destination countries which we serve for the 
very purpose of keeping in continual touch with our consignee clientele and de- 
veloping our mutual welfare generally. I also wish to make it clear that in addi- 
tion to the trade development departments which are maintained by a number of 
our member lines individually, each of them is represented either by its own 
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personnel or by competent agencies in the important commercial centers of the 
United States. The obvious reason for these branch or agency representations 
is to maintain constant contact with exporters, manufacturers, export sales or- 
ganizations, etc. in the interest of progressive activity. 


6. That nonconference competition is lacking in many trading areas of the world 


While it has truly been stated that the use of the dual-rate system is urgently 
required for the purpose of achieving stability, that desirable aim has never 
been completely realized. It is rather a fact that no trade area has been free of 
cutrate competition for any considerable period of time. The most that can 
be expected and hoped for under present conditions is a substantial degree of 
orderly conduct. 

The Caribbean-West Indies area is presently serviced by the following non- 
conference cutrate operators: Three Bays Line, American Defense Line, Ameri- 
can Union Transport Co., Dobar Line, Belgo-Swedish Line, T. J. Stevenson & 
Co., Ayo Bros., and Palmer Lines. 


7. That in order to get considerate treatment from the conferences shippers 
need an independent in the trade because they are unaware of their rights 
Frequent contact with the traffic executives of United States exporters leaves 
not the slightest doubt that the public is well inforced and has demonstrated 
ability to adequately approach sound solution of their transportation problems. 
The commerce of the United States has developed rapidly and, generally, in 
orderly fashion, largely as a result of very close cooperation between the ex- 
porting public and the conference carriers. In the interest of further progress, 
let us concede that our independent critics do possess some know-how which has 
escaped us. Wouldn’t it be better for these independents to join with us and add 
their special skills to ours in an effort further to develop the commerce of the 
United States rather than to use this knowledge, if it really exists, destructively? 


MEMBER CONFERENCES OF ASSOCIATED LATIN AMERICAN FREIGHT CONFERENCES 


Havana Steamship Conference 

Santiago de Cuba Conference 

United States Atlantic and Gulf-Haiti Conference 

United States Atlantic and Gulf Ports-Jamaica (B. W. I.) Steamship Conference 
United States Atlantic and Gulf-Venezuela and Netherlands Antilles Conference 
Leeward and Windward Islands and Guianas Conference 

East Coast Colombia Conference 

Atlantic and Gulf-Panama Canal Zone, Colon and Panama City Conference 
Atlantie and Gulf-West Coast of Central America and Mexico Conference 
Atlantic and Gulf-West Coast of South America Conference 

Havana Northbound Rate Agreement 

West Coast South America Northbound Conference 


The CxHarrmMan. We will hear from the Maritime Board, Mr. 
Stakem and Mr. Guill. 


STATEMENTS OF BEN H. GUILL, VICE CHAIRMAN, AND THOMAS E. 
STAKEM, JR., MEMBER, FEDERAL MARITIME BOARD, ACCOM- 
PANIED BY E. ROBERT SEAVER, GENERAL COUNSEL, MARITIME 
ADMINISTRATION AND FEDERAL MARITIME BOARD; AND LLOYD 
TIBBOTT, CHIEF, REGULATION OFFICE, FEDERAL MARITIME 
BOARD, DEPARTMENT OF COMMERCE 


Mr. Gum. Mr. Chairman and members of the committee, I have 
Mr. Lloyd Tibbott with us also of the regulatory branch. Mr. Tib- 
bott is chief of our regulation section. We have Mr. Bob Seaver, 
who is our General Counsel. Also in the room we have members of 
our staff on Government Aid, if there is any question to be asked 
on the subsidy which has been bandied around some since we have 
heen here. 

The CuarrmMan. All right. 
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Mr. Guiit. Mr. Chairman, I have a prepared statement. I also 
have the answers to some of the questions that were raised this morn- 
ing, particularly by the Department of Agriculture and by the gen- 
tleman from the Farm Bureau where in your questioning of the 
gentleman from the Farm Bureau on the basis of did he favor this 
legislation, he stated that he thought maybe in the interim period that 
the competition might be eliminated from the various services which 
would be harmful to the agriculture and to the farmer 

The CuHarrmMan. Wait just a minute. 

Will you repeat that, Mr. Guill 4 

Mr. Guts. As you recall, this morning the witness from the Farm 
Burean stated that he felt that he could not be for this resolution be- 
cause competition might be eliminated in the 2-year study period. 

I would like to point t out to you, Mr. Chairman and the gentlemen 
4 this committee, that the Federal Maritime Board will not approve 

dual-rate system which destroys the independent and I give you for 
an example the Trans-Pacific Conference case which we just had on 
a dual-rate structure in which Isbrandtsen was complaining about the 
dual-rate system being inaugurated and the Board denied the confer- 
ence that right to put into effect the dual-rate system because we found 
in the hearing that Isbrandtsen was carrying less than 10 percent of 
the amount of cargo in the trade. In other words, Board approval 
is given only after hearings and em, 

t would iH ke to say that we appreciate the opportunity to testify on 
behalf of the Board in regard to H, R. 12751, in which the Federal 
Satake i¢ Board is vitally interested. 

On May 19, 1958, the aaeee me Court decided, in Federal Maritime 
Board v. Isbrandtsen, et al., that Congress did not intend by the Ship- 
ping Act, 1916, to authorize the Federal Maritime Board to approve 
the dual-rate system of ocean freight rates in foreign commerce that 
was involved in that case. 

The dual-rate system employed by the eae and Gulf 


Freight Conference ype a discount of 914 percent. to shippers 
who entered into contracts to ship exclusively on conference vessels. 


The Board’s approval of 'the system under section 15 of the 1916 act 
was reve rsed by the Supreme Court on the ground that such a system, 
designed to curtail competition 1 from lines s outside the conference, was 
unlawful under section 14, third, as a “resort to * * * discriminating 
or unfair methods.” 

Gentlemen, the decision casts grave doubt on the legality of most 
of the du: u rate systems presently employed by steamship conferences. 
lt will, I believe, create a chaotic condition in regard to ocean ship- 
ping and the regulatory functions of the Board because of the 
prec ipi tous change it will bring about in shipping practices engaged 
in with the sanction and approval of the Board and its predecessors 
for the last 40 years. 

The purpose of the bill under consideration, H. R. 12751, is merely 
to maintain the status quo for 2 years, while Congress will study the 
merits of the conference dual-rate systems. Neither the purpose nor 
the effect of the bill is to overrule the judgment of the Supreme Court, 
because the issue before the Court was not the merits or the propriety 
of the dual-rate system. The only issue was whether Congress, in 
1916, intended to permit the Board to approve such systems. 
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As a matter of fact, the court of appeals give some: recognition to 
the value of the dual- rate system in the case that ultimately gave rise 
to bill under consideration, when it said: 

True it is, as the Board urges with much persuasion, the dual-rate system 
may be very potent in promoting stability and regularity of service and may 
be warranted by competitive considerations; but when at the same time the sys- 
tem constitutes retaliation and is also discriminatory it runs into the barrier of 
section 14, third, however desirable it otherwise might be. 


The only question presented by the bill is whether Congress should 
insure against the immediate, wholesale striking down of these sys- 
tems, before any study is made as to the adv: antages or disadvantages 
of the system in the circumstances that exist today. It seems to me 
that the very fact that the system has so successfully withstood the 
test of time is ample justification for this limited extension. It has 
permitted self-regulation of freight rates in foreign water-borne com- 
merce, under the regulatory super vision of the Board, and has con- 
tributed to rate stability and the provision of regular transportation 
service at reasonable cost in our foreign commerce. We respectfully 
suggest, therefore, that all that should be required in these circum- 
stances, is a prima facie showing of the advantages of the system, and 
I believe such a showing has been made. 

The urgent reason for prompt action on the bill, therefore, is, of 
course, because of the great harm to shippers and shiplines which may 
take place before the next Congress even convenes. We apprehend 
that. the Supreme Court decision will give rise to an immediate rush 
of litigation before the Board and the courts, unless the status quo 
is maintained pending further study by the Congress and all con- 
cerned with this critical problem. 

The Board believes that enactment of this bill is vital to preserve 
stability of rates and services in the ocean-going foreign commerce of 
the United States and recommends that it be passed. 

The Shipping Act, 1916, which this bill would amend, provides a 
siatutory scheme especially designed to regulate an industry recog- 
nized to be unique in its international character, in its mobility, and 
in its nonsusceptibility to direct Government control. 

Two things stand out in the legislative history of the Shipping Act, 
1916: 

First, it is apparent that Congress recognized that it was not feasibie 
to have ocean freight rates in foreign commerce directly regulated by 
an agency of the United States Government. One of the predec essor 
bills to the ultimately enacted shipping bill provided for prescription 
of just and reasonable rates and for ship licensing in foreign com- 
merce by a Government agency. ‘This provision, however, ° was re- 
jected after it was explained that it was not practical. 

Second, Congress was aiming at a pattern of regulation which would 
prevent, on the one extreme, uncontrolled competition which would 
result in chaos in rates and services and, on the other extreme, unregu- 
lated carrier combinations. The legislative history stresses the abso- 
lute necessity to the American shipper of stable 1 ‘ates and service. The 
Alexander committee, upon whose investigation and report the Ship- 
ping Act was based, found that the conference system, ones to the 
supervision of a Government agency, was the one force which could 
achieve these results. 
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For that reason, Congress, by section 15 of the Shipping Act, 1916, 
authorized the continuation of conferences in our foreign trade and 
provided for their regulation. But when competition becomes severe, 
conferences can only maintain their rate structures if they have some 
method of defending themselves against those carriers who are out- 
side the conference and cut rates. The outside carrier who cuts rates 
can make money because of the conference “umbrella.” That is, the 
conference members must all maintain the same rates and each obtains 
his share of the cargo available largely on the basis of the service he 
offers without rate advantage. But the outsider, by cutting rates, 
can obtain a disproportionate share of available cargo and fill other- 
wise empty space with cargo that represents profit to the extent that 
the revenue therefrom exceeds the costs of loading and discharge. 
Usually the presence of the outside line does not have the effect of 
controlling the level of rates, because he merely maintains his rates at 
a percentage under the conference rates. Thus, the main advantage 
to the consumer that is normally brought about by healthy competi- 
tion is not present here. Nor does the presence of the outsider in- 
crease the volume of cargo moving in the trade—such rate cut- 
ting draws so much cargo that the conference lines can no longer 
operate successfully, the conference lines must soon abandon the con- 
ference rate structure, and a rate war ensues. Thus, to effectively 
keep rates stable, the conference must have some competitive defense 
against rate cutting by nonconference lines and tramps. 

The Supreme Court decision leaves grave doubt as to whether the 
Board can approve any dual-rate system which is found necessary to 
meet outside competition threatening to precipitate a rate war. While 
the applicability of the decision to specific facts can only be deter- 
mined after full hearings, I can say at this time that the Supreme 
Court decision leaves an area of serious uncertainty in regard to the 
legality of many dual-rate systems now in use. The very existence 
of this uncertainty will be a disrupting factor for the future planning 
of ship lines and shippers. 

The result of the Supreme Court’s ruling can be a series of full- 
fledged rate wars in our foreign trades. It is essential to note that 
the great bursts of maritime activity which have taken place world- 
wide since the end of World War II have resulted in the reestablish- 
ment of merchant marine capacities which, in the case of most of the 
leading maritime nations, are considerably higher than their pre- 
World War IT levels. This, together with the currently depressed 
volumes of cargoes in world trade, has resulted in temporarily over- 
tonnaged conditions in many of the essential foreign trade routes 
of the United States. In each such trade route, the potential exists 
for chaotic rate wars unless stability can be insured by the continu- 
ing use of dual-rate systems, or some other regulation of rates. 

It may interest the committee to know that after the courts re- 
strained the use of the dual-rate system of the Japan Atlantic and 
Gulf Freight Conference, and while it was before the Board, the 
members of that conference abandoned the tariff which they had been 
observing in favor of rate war conditions in which each line sought to 
secure whatever traffic it could by charging “fighting” rates. As a 
result, Isbrandtsen, the independent price cutter, was virtually elimi- 
nated as an effective carrier in the trade, for it was itself unable— 
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once the conference tariff was abandoned—to meet the reduced rates 
forced by the resulting open competition. 

It may be asked whether the return to free ocean competition would 
not be best for Amreican importers and exporters. The answer is no. 
Shippers now, as in the days of the Alexander committee investigation, 
need dependable service at stable and reasonable rates much more than 
they need the fluctuating, but lower, rates created by an unstable trans- 
portation market. Their preference has invariably been for stable 
rates which permit them to foresee and calculate their transportation 
costs—rather than for unstable rates which, although at times are 
cheaper, are unpredictable. Fluctuating, open competitive rates intro- 
duce a speculative element into foreign trading and leaves exporters 
and importers uncertain whether their competitors are shipping at 
a lower rate. Shippers. and receivers need to rely on forward sales, and 
resale prices are often fixed by importers months in advance of arrival 
of imported merchandise in the United States. Where transportation 
rates fluctuate, buyers cannot purchase or fix resale prices in advance 
because of the fear that their competitors who buy later may obtain 
cheaper shipping costs and thereby have a competitive advantage. 
Such conditions retard business. 

Another reason many shippers desire stability is that they need fre- 
quent regularly scheduled sailings. But the losses that carriers incur 
as a consequence of rate wars prevent them from providing such serv- 
ices—in fact the usual result is that some of the carriers are forced out 
of the trade either through abandonment of nonprofitable services or 
by bankruptcy. 

In the Japan-Atlantic case, the Board summarized the disadvan- 
tages to shippers of unstable rates, as follows: 

Many Japanese shippers have requested the conference to close rates and to 
end the rate war. The instability resulting from the rate war has adversely 
affected the smooth flow of commerce between Japan and the United States; has 
raised a threat that customs duties on Japanese products in the United States 
might be increased ; has affected the value of inventories of Japanese goods in the 
United States; and has caused requests for postponement of shipment by f. o. b. 
buyers in the United States, since such buyers assume the risk of fluctuating 
freight rates. Resale prices of Japanese goods are often fixed by the importers 
as much as 6 months in advance of their arrival in the United States. 

Similar testimony which shows that shippers need stable rates 
rather than disruptive rate competition is included in many of the 
proceedings before the Board. 

Abandonment of conference tariffs, which may well result from the 
prohibition of dual rates in many trades, will not create permanent 
rate reductions. To the contrary, ocean transportation has not 
changed so radically that we cannot be guided by the following finding 
of the Alexander committee: 

The entire history of steamship agreements shows that in ocean commerce 
there is no happy medium between war and peace when several lines engage in 
the same trade. Most of the numerous agreements and conference arrangements 
discussed in the foregoing report were the outcome of rate wars, and represent 
a truce between the contending lines. To terminate existing agreements would 
necessarily bring about 1 of 2 results: The lines would either engage in rate wars 
which would mean the elimination of the weak and the survival of the strong or, 
to avoid a costly struggle, they would consolidate through common ownership. 

In 1950 the Senate Committee on Interstate and Foreign Commerce 
conducted a study of various aspects of the merchant marine, includ- 
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ing the regulation of freight rates and foreign commerce. The con- 
mittee’s report of its study (Rept. No. 2498, 8ist Cong., 2d sess.) states 
on page 85 that in World War II the shipping cecaaat provided 
an instrumentality through which effective control of overseas rates 
was made possible and that the enh: uncement of the value of shipping 
space as a result of the war was not allowed to run the wild course it 
did during the First World War. The report goes on to state on 
page 85: 

On general cargo, for example, the increase during the first war, when rates 
were ‘what the traffic would bear” went up 1,117 percent, while rates during 
World War II on general cargo went up only 70 percent. And despite tre- 
mendous increases in costs of ship operation in the period between the two wars, 
the actual rate on general cargo in 1918 reached $66 per ton, while during the 
more recent World War II, it never exceeded $31.50 per ton on the North 
Atlantic-Europe run, for example. The record is replete with similar com- 
parisons, but suffice it to say that with American participation in the trade 
route, and with conference discipline an established fact, government who paid 
rates more in line with costs of operation rather than rates designed to permit 
excessive profiteering as a result of war enhancement. 

An informative tabulation of freight rates between 1921 and 1923 
is set out on page 232 of the report. 

H. R. 12751 does not grant the Board authority to approve new 
dual-rate systems. Its purpose is simply to maintain the status quo 
by allowing conferences which now use the dual-rate system to con- 
tinue its use and thereby prevent the chaos which will be the result 
of a wholesale abandonment of the system. Under this bill, precise 
regulatory safeguards are preserved by authorizing the Board to pro- 
tect the public by disapproving and dual-rate system now in use 
which does not meet the standards of section 15; namely, that to be 
continued use the system must not— 
be unjustly discriminatory or unfair as between carriers, shippers, exporters, 
importers, or ports, or between exporters from the United States and their 
foreign competitors, or to operate to the detriment of the commerce of the 
United States, or to be in violation of the Act. 

The reference to “violation of the Act” obviously is not deemed to 
refer to section 14, as interpreted by the Supreme Court, because such 
reference would negate the purpose of the bill. 

Mr. Chairman, we wholeheartedly endorse the bill, H. R. 12751 
which is before you. 

The Cuatrman. That is a pretty strong statement, Mr. Guill. 

Mr. Pelly? 

Mr. Preixy. I agree with you that Mr. Guill has made a very strong 
case and statement for this particular legislation. 

The CHatmrmMan. That represents the unanimous opinion of the 
Board, does it ¢ 

Mr. Guitt. That represents the unanimous opinion of the Board, 
sir. 

Mr. Staxem. Yes, it does, Mr. Chairman. 

The Cuatrman. Mr. Mailliard ? 

Mr. Marurarp. Mr. Guill, you describe in your statement what the 
Board believes might be the result of allowing the Supreme Court de- 
cision to stand without any expression of congressional intent. You 
describe it as probably pretty chaotic. What would widespread rate 
wars do to the American-flag lines’ present ship-replacement pro- 
gram? Would it have any effect on it ? 
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Mr. Guru. Well, I will say this. One of the men in one of the 
steamship companies expressed it rather well the other day when he 
said, “We have some fat. That is true. We have a good many millions 
of dollars in our special reserve fund.” He said, “We can either 
use it to build ships or we can use it to fight rate wars.” 

Obviously, under the law the American flag steamship companies 
have the right to dip back into their special reserve funds to take care 
of any losses they have. Fundamentally that would have an effect 
on their replacement program because that is the tax deferred money 
they have been allowed to put in their reserve fund to replace these 
ships at the end of their operating subsidy contract. 

Mr. Maitirarp. ‘The Maritime Administration has been pretty ac- 
tively engaged in the last year or two with even attempting to speed 
up the statutory requirements of ship replacement with some degree 
of success, as I picture it. 

Mr. Gui. We are very pleased. We have finished writing con- 
tracts, I have a list of them here. We have signed up about five. 

Mr. Staxem. I think it is a good many more than that, Mr. Guill. 
The major lines have already been signed up to a replacement 
obligation of their present fleets. The Board is in active negotiations 
with the remaining lines to enter into long-term contracts with the 
Board which will call for the replacement of their fleets. 

Mr. Mariitarp. This program represents an acceleration, as I un- 
derstand it, as against the statutory requirements, in many instances. 

Mr. Straxem. In many instances it does. As we spread out the 
construction of the ships, Congressman Mailliard, it may be that 
some of the ships will go beyond their statutory life of 20 years, 
but the Board’s purpose in doing that is to spread the work over a 
15-year period and the net result will be that a number of units of 
the present fleets will be accelerated in their replacement. 

Mr. Marut1arp. So that where some may go beyond their 20 years 
others will be replaced in advance of 20 years? 

Mr. Staxem. That is correct. 

Mr. Guiru. Congressman, these contracts have been made with 
the shipyards: American Export Lines have made contracts and 
are proceeding to build 4 cargo vessels; American President Lines, 2; 
Lykes Bros. Steamship Co., 5; and Moore-McCormack Lines, 4. That 
is a total of 25 vessels where contracts have been placed with the 
yards, also 2 combination vessels being built for Grace Line and 2 
for Moore-McCormack. We have a total of 19 vessels that are now 
practically under construction. 

In the calendar years that we have here, and if you are interested 
in it for the record I can give it to the reporter for the record 
later, we show how it is set out on cargo vessel replacement from 
now through 1967. : 

Mr. Marrrarp. The point I was trying to make with both of you 
gentlemen representing the Board is that from your discussions with 
the operators, do you feel that the failure to pass the bill that is 
now before us, thereby creating the situation that you anticipate in 
vour statement, might make it more difficult for you to continue to 
make these arrangements with these companies who have to invest 
substantial sums of monev ? : , 

Mr. Guin. I would like to answer that question, if T may, sir, 
in this wav. We have a clause in each contract with the operator 








248 TO AMEND SHIPPING ACT, 1916 


called economic feasibility. Now, right now we do not want to 
cross that bridge before we get to it because we want these ships 
built and I would or as of right now we hope something does not 
happen but if this bill is not passed, it may well raise the ugly head 
of economic feasibility, should we build these vessels right now or 
will there be enough money in the reserve fund to do it? 

Mr. Mamu1arp. Let me put it more specifically. If some of these 
companies that now intend to engage in substantial construction 
programs were to be forced into rate wars, they could obviously 
raise this question of economic feasibility in order to get out from 
under if they cannot make a profit. 

Mr. Guitu. They not only could obviously raise it. They will 
raise it. I can see that now, sir. 

Mr. Maixurarp. So that this shipbuilding program which is im- 
portant both from an employment and economic point of view to the 
Nation but also very important to defense because we are upgrading 
our American-flag merchant marine is involved in this question. 

Mr. Guiuu. Yes, sir. 

Mr. Marmurarp. That is all, Mr. Chairman. 

Mr. Guitu. I would also like to state that in our special reserve fund 
today by law it cannot be depleted down to less than 5 percent, of the 
capital necessarily employed by the various companies, but there 
is some $111 million that is in this special reserve fund that has been 
earmarked for new construction. 

We would certainly hate to see any of that money dissipated because 
of a rate war. 

Mr. Matiirarp. I have no more questions. 

The Cuamman. Mr. Allen. 

Mr. Auten. Mr. Chairman. 

Mr. Guill, it seems to me proper that the record should show that 
the statement which you have made not only reflects the views of the 
agency of Government which has to do with the regulation of shipping 
and consideration of the problems of our merchant marine but is also 
made in the light of the fact that you and Mr. Stakem have been 
present throughout these hearings and make your statement in the 
light of all the testimony that has been made available to this com- 
mittee. That isthe fact; is it not? 

Mr. Guitx. That is the fact. 

Mr. Staxem. That is the fact, Mr. Allen. 

Mr. Guu. Mr. Morse would have been present, too, but he has 
been at the meeting of the industrial planning mobilization group at 
the war college in Rhode Island. 

Mr. Auten. Mr. Stakem, I believe that before you became a mem- 
ber of the Board you had also been a part of the staff of the Maritime 
Administration and Maritime Commission for a number of years; 
is that true? 

Mr. Staxem. That is right, Mr. Allen. 

Mr. Auten. During those years did you have experience with this 
problem of conferences at all ? 

Mr. Staxem. No; my day-by-day experience in conference work has 
been only in the last 2 years that I have been on the Board, but we 
have had so many questions come up with respect to it that I am 
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familiar with this question and heartily endorse the views that Mr. 
Guill has stated here. 

Mr. Auten. Thank you. 

The Cuarrman. In addition to your interest as a part of the De- 
partment of Commerce, you are vitally interested in the economic 
overall welfare of the United States, I presume. 

Mr. Gui. Yes, sir. 

The Cuatrman. If this chaotic condition were to occur, and the con- 
tractors negotiating now were to withdraw their contracts, what effect 
would that have on the economy of the country at the present time ? 

Mr. Gutu. That is a little difficult to answer, Mr. Chairman. I do 
know that at this time with our past appropriations we have some 
$130 million earmarked for this new construction which I outlined a 
few moments ago and I do not think you can take that much money 
out of the economy without causing serious trouble. 

However, we do not anticipate that. It would be more or less on 
the future commitments of the builders, sir. 

The CHarrman. In other words, there is the possibility that there 
would be no further negotiating of construction by the operators with 
the shipyards? 

Mr. Guitt. Well, I will say again that there is the economic feasi- 
bility clause which is a powerful one and while certainly Mr. Stakem 
nor I nor Mr. Morse would want to make any statement about that 
at this time because that is something we would have to deal with at 
the moment, looking at and hearing the history of past rate wars that 
have taken place, it gets down to where the companies do not make 
any money at all and fast lose their profits that they have put by from 
better years. 

The Cuatrman. They are excused then under the clause you men- 
tioned from further contractual building? 

Mr. Guitu. Even though the Government guarantees a mortgage, 
we have to make an economic feasibility finding before we can say 
it could be gone ahead with. 

The CHarrman. That was in my mind but I wanted you to say it. 
You cannot then allocate this money that is already appropriated ? 

Mr. Guiiu. Well, we could allocate the money to pay the Govern- 
ment’s share that is appropriated but the private operator has to 
go out in the private money market and get his own money to build 
his share of that ship. 

The CHatrman. Mr. Morse has to determine under the mortgage 
guarantee program whether the construction is economically feasible ? 

Mr. Guz. That is right. In other words, if the Government guar- 
antees the mortgage to the bank or to the insurance company, or who- 
ever loans the operator the money, they have to make a finding that 
they are going to be able to repay that money or else the Government 
has to pick up the tab. 

The Crarrman. In the light of the predicted rate war, could Mr. 
Morse make that finding? 

Mr. Guiun. Of course I cannot speak for Mr. Morse but I would 
think it would be difficult. 

The CHarrman. If you were in his position, could you? 
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Mr. Guiiu. I would say, sir, that, if I were in his position and a 
company were losing money and were having to go to their special 
reserve and use money they had put by for construction purposes and 
the times began to be more and more difficult, I would be a little afraid 
to put the Government’s name on a mortgage, guaranteeing said mort- 
gage. 

The Cuarrman. Do you have questions? 

Mr. Cowen. No, sir. 

r 

lhe Caatrman. Thank you, gentlemen, very much. 

Mr. Guitx. Thank you, sir. 

The Cuarrman. There are those present whom we have not been 
able to give a chance to express their feeling pro or con for this reso- 
lution. If you stand up I will get the names of all those who desire 
to file a statement. 

Will you call out your names, sir ? 

Mr. Torx (Elkan Turk, Jt, counsel, the Far East Conference). 
Elkin Turk, Jr., counsel for the Far East ‘Conference. 

Mr. Chairman, Mr. J. A. Dennean, chairman of the conference has 
been in attendance until this afternoon’s session. He had to catch a 
plane. 

On behalf of that conference, we would like to have the privilege 
of submitting a statement early next week. 

The Cuairman. Is that for or against this resolution ? 

Mr. Turk. That is emphatically in support of H. R. 12751 

(The statement of James A. Dennean follows:) 


STATEMENT OF JAMES A. DENNEAN, New YorK City, CHAIRMAN, FAR EAST 
CONFERENCE AND CHAIRMAN, NEW YORK COMMITTEE OF INWARD Far EAST 
LINES IN Support or H. R. 12751 


I am the chairman of the Far East Conference, 11 Broadway, New York City, 
N. Y. I am authorized to make this statement on behalf of all 25 members of 
the conference, whose names are appended hereto. This conference operates 
under Federal Maritime Board Agreement No. 17, which was approvd by the 
United States Shipping Board on November 14, 1922, It governs the establish- 
ment of freight rates in the trade from United States Atlantic and Gulf ports to 
ports in Japan, Korea, Formosa, Indochina, Hong Kong, and the Philippine 
Islands and, to the extent that governmental policy permits and economic condi- 
tions warrant, to Siberia, Manchuria, and China. I am also chairman of the 
New York Committee of Inward Far East Lines. This group, acting under 
Federal Maritime Board Agreement No. 5500, approved October 2, 1936, rep- 
resents in the United States the several conferences located in the Far East 
which establish rates in the trades homeward from the Far East to United States 
Atlantic and Gulf ports. 

I am making this statement in order to urge respectfully but earnestly that 
H. R. 12751 be promptly enacted in order to prevent the consequences which 
would follow if dual-rate contract arrangements should be held illegal as a result 
of the decision of May 19, 1958, in the Japan-Atlantic and Gulf Freight Confer- 
ence case. The Far East Conference, over its long history, has experienced the 
utter disruption of rate structures, rate instability and chaos which follow from 
nonconference cutrate competition when the conference is not employing a 
reasonable but effective dual rate contract arrangement. When this demoraliza- 
tion of the trade occurs, the conference carriers who have the long-range interest 
in maintenance of adequate, regular and dependable service, are deprived of 
the revenues required to enable them to maintain the services and replace the 
obsolescent vessels with improved tonnage to meet the needs of the trade. Also 
the merchants who conduct business on a forward trading basis over long 
periods in long-voyage trades such as this one are utterly unable to predict the 
freight cost element in their sales price in the case of exports and their landed 
cost in the case of imports, and the commerce of the United States suffers. 
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The experience of the Far East Conference in the early 1930's is officially 
reported in Section 19 Investigation, 1935 (1 U. S. 8S. B. B. 470 (1935) ). We will 
be prepared to introduce full evidence regarding the conditions which led to the 
necessity for a dual rate contract arrangement when hearings are called for a 
thorough investigation of shipping matters. Suffice it here to say that from its 
beginnings in 1922 until about the year 1928, the Far East Conference had been 
able on a single rate basis to establish and maintain rate stability. In 1928 the 
Isbrandtsen-Moller Co. entered the Far East trade with Danish-flag vessels and 
cut rates generally by 10 percent. As a result, the traflic of the conference lines 
was drained away and their attempts in various directions to offset the effect of 
this cutrate competition proved unavailing. Indeed, the introduction of a dual- 
rate system with an insignificant spread between the contract and noncontract 
rates provided no relief. The situation became so aggravated that at one time 
all but two of the members of the conference resigned. Rates plunged to un- 
heard-of depths. Such basic commodities as cotton piece goods and automobiles 
were being transported from United States Atlantic coast ports to the Far East 
for as little as $4 per ton. On some of the lines the rates were changed many 
times during the loading of a single vessel and no one could tell in the morning 
what the rate on any item would be before nightfall. 

In 1934, when these conditions proved intolerable, a really effective dual- 
rate contract arrangement was introduced. Rate stability was almost the im- 
mediate result; but it was years before the level of rates again approached that 
which had prevailed before the cut-rate competition had entered the field. I 
sat as a line representative in Far East Conference meetings during this entire 
period and what I say to this committee on this subject is the result of actual, 
but bitter experience. This experience convinces me that, if the result of the 
Supreme Court decision should be, as feared by shippingmen, that many dual- 
rate contract arrangements will be halted pending the result of a long-range 
study of shipping, conditions such as I have above described in the Far Bast 
trade will come to prevail in large segments of American commerce. The result 
would not alone be serious detriment to the carriers involved, but as well an 
interruption of the free flow of commerce between our country and other friendly 
nations. Even if it should be held that some dual-rate contract arrangements do 
not fall within the condemnation of the recent Supreme Court decision, such 
result will definitely be achieved at the cost of long-drawn-out, bitter and ex- 
pensive litigation. Only the adoption of H. R. 12751 can save our shipping and 
our commerce from complete chaos and the corresponding losses. 

Apart from the benefits to the supporters of this bill, which we have detailed 
above, we would like to point out that its passage can injure no one. Its pur- 
pose is only to maintain a status quo. 

Before concluding, I would like to refer to earlier testimony in the record 
regarding the domination of conference action by foreign lines, the implication 
being that their interests are inconsistent with the promotion of United States 
commerce. While the Far Kast Conference consists of 25 lines, 6 of which are 
American-flag lines, in my experience in observing conference action, which dates 
back to 1928 (since January 1, 1946, I have been chairman of the conference), 
there has never been any domination of conference action by foreign-flag lines. 
Conference action on rate matters is taken by majority vote. The non-American 
lines operate under the British, Dutch, Danish, Norwegian, Swedish, French, 
Philippine, and Japanese flags. I have never seen the representatives of lines 
flying these diverse non-American flags join on the basis of nationality to vote as 
a bloc. It remains only for me to respond to some of the testimony put forward 
on behalf of the Isbrandtsen Co. 

Mr. O’Conner testified that the extension of the Far East dual-rate contract 
arrangement, with its $4-per-ton differential to cotton, compelled all cotton 
shippers to become contract shippers. Quite the contrary is the fact. The Far 
East Conference did not extend its contract system to cotton until it received a 
request of the American Cotton Shippers Association to do so. I am informed 
and believe that this action by the Cotton Shippers Association was taken on 
substantial unanimous consent at an annual convention of the association. 

The Isbrandtsen witnesses gave testimony which was intended to create the 
impression that conference ratemaking procedures are not responsive to the 
requirements of shippers, and result in exorbitant profits for foreign-flag opera- 
tors. By way of contrast, it was sought to picture the independent operator as 
promoting the movement of traffic and protecting the shipper against the exac- 
tions by the conference. Neither representation is accurate. 
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Speaking for the Far East Conference, I can definitely assure the committee 
that shippers make suggestions regarding freight rates and that we have estab- 
lished a procedure by which either the shippers provide all of the detailed in- 
formation regarding weight, measurement, value, prospective volume of traffic, 
rates from competitive foreign origins, and other data, or the conference office 
itself ascertains whatever factual data are relevant. It is on the basis of this 
information, and not on the impossible basis of anyone’s cost-plus-a-profit, as was 
suggested by Mr. O’Connor, that our rates are established and changed. Our 
ultimate objective is to establish rates which will enable the traffic in our 
trade to move freely. Only in this way can any line make a profit. 

The Isbrandtsen complaint that the conference system enables the foreign- 
flag lines to realize inordinate profits would seem to require that two levels of 
rates should be established—the higher for transportation on American-flag 
vessels and the lower for transportation on foreign-flag vessels. I suppose that 
I need not stress the point with this committee that on any such basis of rate- 
making the foreign-flag lines would obtain substantially all of the business, and 
with vessels completely full, would realize huge profits indeed. 

Regarding the role of the “independent,” it is our experience that nonconfer- 
ence rate practices are purely parasitic and less regardful of the plight of the 
shipper than our conference rates. In dockets Nos. 726, 733, 734, and 735, before 
the Federal Maritime Board, the evidence was clear that in times when the 
steamship business is bad, Isbrandtsen and its predecessor company has regu- 
larly quoted rates which were 10 percent below conference rates, whereas in 
time of international difficulties and war, when the steamship business is good 
and shippers have trouble finding shipping space for their cargoes, Isbrandtsen 
has charged as much as the conference, and sometimes a little bit more. 

Mr. Crinkley sought to justify Isbrandtsen’s 10 percent rate cutting by assert- 
ing that this policy was pursued only in trades where a conference was using a 
dual-rate contract arrangement. This just is not the fact. In the outward 
Far East trade, Isbrandtsen-Moller Co., Isbrandtsen’s predecessor, followed a 
policy of cutting conference rates 10 percent from the time it entered that trade 
in 1928, when the conference was using a single scale of rates. The Supreme 
Court opinion in the Japan-Atlantic and Gulf Freight Conference case recites, on 
the basis of the Board’s findings, that from 1947 to 1953 Isbrandtsen made a 
practice of cutting conference rates 10 percent. (See Supreme Court opinion, 
p. 3). The Japan-Atlantic and Gulf Freight Conference first gave consideration 
to the postwar reestablishment of a dual-rate contract arrangement in 1950. 

I will not undertake here to combat the numerous other inaccuracies which 
appear in Mr. Crinkley’s statement concerning the merits of the dual-rate system. 
We understand that the committee intends, at a later date, to conduct a thorough- 
going investigation into that subject which will afford us an ample opportunity 
to produce the facts. One point made by Mr. Crinkley, however, appears on its 
face to be so plausible as possibly to carry conviction unless the fallacy thereof 
should be exposed. Mr. Crinkley states that the “independent” affords stability 
as great as that offered by the conferences. Of course, an independent’s tariff 
which is computed by deducting 10 percent from stable conference tariffs would, 
as a matter of mathematics, be stable—but this is a result of the parasitic char- 
acter of the business of the “independent.” Once the tactics of the independent 
have resulted in destroying the stability of the conference rate structure, the 
stability of the independent’s rate structure will also inevitably disappear and the 
independent will lose a substantial portion of its carryings. (See Supreme 
Court opinion, p. 6.) 

The foregoing is but a brief outline of the facts upon the basis of which I 
most respectfully urge the committee to make a favorable report with respect 
to H. R. 12751. 
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MEMBERS OF THE FAR EAST CONFERENCE 


American President Lines, Ltd. 

The Bank Line, Ltd. 

Compagnie de Transports Oceaniques. 

Daido Kaiun Kaisha, Ltd. 

De la Rama Lines, joint service of : 

The dela Rama Steamship Co., Ine. 

The Swedish East Asia Co., Ltd. 

The Ocean Steamship Co., Ltd. 

The China Mutual Steam Navigation Co., Ltd. 
Nederlandsche Stoomvaart Maatschappij “Oceaan” N. V. 

“Bllerman and Bucknall Associated Lines,” point service. 

Fern-Ville Far East Lines, joint service of : 
Skibsaktieselskapet Varild. 
Skibsaktieselskapet Marina. 

Aktieselskabet Glittre. 
Dampskibsinteressentskabet Garonne. 
Aktieselskabet Standard. 

Fearnley & Egers Befragtningsforretning A/S. 
Skibsaktieselskapet Sangstad. 
Skibsaktieselskapet Solstad. 
Skibsaktieselskapet Siljestad. 
Dampskibsaktieselskabet International. 
Skibsaktieselskapet Mandeville. 
Skibsaktieselskapet Goodwill. 

Iino Kaiun Kaisha, Ltd. 

Isthmian Lines, Ine. 

Ivarian Lines, Far East Service, joint service of : 
Skibsaktieselskapet Igadi. 

Aktieselskapet Ivarans Rederi. 
Aktieselskapet Lise. 

Kawasaki Kisen Kaisha, Ltd. 

Lykes Bros. Steamship Co., Ine. 

Mitsubishi Kaiun Kaisha, Ltd. 

Mitsui Steamship Co., Ltd. 

A. P. Moller-Maersk Line, joint service of : 
Dampskibsselskabet af 1912, Aktieselskab. 
Aktieselskabet Dampskibsselskabet Svendborg. 

Nippon Yusen Kaisha. 

Osaka Shosen Kaisha, Ltd. 

National Development Co. 

Philippine National Lines. 

Prince Line, Ltd. 

Shinnihon Steamship Co., Ltd. 

States Marine Lines, joint service of : 

States Marine Corp. 
States Marine Corporation of Delaware. 

United States Lines Co. 

Waterman Steamship Corp. 

Wilhelmsens Dampskisaktieselskab. 

A/S Des Norske Afrika, og Australielinie. 
A/S Tonsberg. 

A/S Tankfart I. 

A/S Tankfart lv. 

§ Tankfart V. 

Tankfart VI. 

Joint service using trade name “Barber Line.” 

Yamashita Kisen Kaisha, Ltd. 
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Mr. Pace (Paul Page, North Atlantic and other conferences). I 
speak for Charles H. Andrews, chairman of the North Atlantic and 
other conferences. Mr. Andrews was forced to leave the meeting by 
important business. He would like to file a statement strongly sup- 
porting the prompt enactment of this bill. 

I will be able to file it by Monday. 

The Cuatrman. That will be all right, sir. 

(The statement of Charles R. Andrews follows :) 


STATEMENT OF CHARLES R. ANDREWS, CHAIRMAN, ON BEHALF OF THE MEMBER 
LINES OF THE TRANS-ATLANTIC ASSOCIATED FREIGHT CONFERENCES, NEW YORK, 
N. Y., IN Support oF H. R. 12751 


My name is Charles R. Andrews and I am chairman of the Trans-Atlantic 
Associated Freight Conferences, 80 Broad Street, New York, N. Y. I, as chair- 
man, administer the affairs of a group of six separate and distinct eastbound 
steamship freight conferences operating under agreements approved by the Fed- 
eral Maritime Board or its predecessors, namely : 

North Atlantic Baltic Freight Conference (agreement 7670) operating to 
Baltic-Scandinavian ports. 

North Atlantic Continental Freight Conference (agreement 4490) operating to 
Belgium, Holland, and Germany. 

North Atlantic French Atlantic Freight Conference (agreement 7770) operat- 
ing to French Atlantic ports. 

North Atlantic Mediterranean Freight Conference (agreement 7980) operating 
to various Mediterranean ports. 

North Atlantic United Kingdom Freight Conference (agreement 7100) operat- 
ing to United Kingdom and Irish ports. 

Atlantic & Gulf Red Sea & Gulf of Aden Freight Conference (agreement 7530) 
operating to Suez and ports on the Red Sea and Gulf of Aden. 

It may be of some special interest to note that 11 American lines are included 
in the membership of these conferences. In the several conferences the Ameri- 
can sailings constitute up to 45 percent of the total. Their average proportion 
is 32 percent. 

It is necessary for the proper conduct of the affairs of each conference to 
have a conference office and conference staff to carry out the decisions. These 
Several and individual conferences have associated themselves for purposes of 
economical administration in a conference known as the Trans-Atlantic Asso- 
ciated Freight Conferences (agreement 12) of which I am also chairman. 

Our conference office, maintained solely on behalf of the member lines, has 
been in continuous existence for more than 80 years. I have been continuously 
employed by the Trans-Atlantic Associated Freight Conferences since 1922 and 
have been chairman since 1943. 

Our conferences are voluntary associations open to all common carrier steam- 
ship lines, regardless of flag, operating regularly in a particular trade within 
the area in which the conferences function, and are the mediums through which 
member lines jointly establish uniform reasonably stable rates and practices. 

The functional purposes of these conferences may be summed up as follows: 

(1) Promotion and development of American foreign maritime commerce. 

(2) Stabilization of rates and competitive practices so as to provide and en- 
courage regular and dependable sailings and services. 

(3) Maintenance of harmony among the member lines in the interest of avoid- 
ing unreasonable and destructive competition prejudicial to United States for- 
eign commerce. 

Uniform stabilized rates, at reasonable rate levels, permit merchants to make 
forward sales commitments with assurance as to rates and sailings. At the same 
time they give carriers some assurance of earnings adequate to enable them to 
provide frequent and regular sailings and to improve their services. No direct 
governmental control has been established over the measure of ocean freight rates 
in foreign trades and it is only by means of this device of self-regulation ap- 
proved and encouraged by the Shipping Act, 1916, that the Federal Maritime 
Board gets its jurisdiction. 

The dual-rate system was adopted by several conferences merely to protect 
and maintain their stabilized rate structure from predatory attack by noncon- 
ference lines. 
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In support of the above outlined conference procedures and practices which 
have long been in effect to the mutual benefit of carriers and merchants alike, I 
have been authorized and directed by our several conferences to register their 
strong backing of H. R. 12751. 

On behalf of these several conferences I make the following observations: 

1. The May 19 Supreme Court decision in the Japan-Atlantic case is at mini- 
mum confusing. The conferences which I represent may weli feel that they are 
in no sense predatory and that their dual rates do not have the purpose of cur- 
tailing or stifling competition. This would seem to be the case here in fact as 
well as theory for their outside competition has increased notwithstanding the 
use of contract rates and some conference members have withdrawn. However, 
there are those who refer to broad generalizations in the Supreme Court opinion 
to support their position that all contract rate systems are per se illegal. 

2. The very real uncertainty arising out of the Supreme Court decision sub- 
jects these conferences and all others to potential suits instituted by the Depart- 
ment of Justice, as well as private individuals and to numerous claims for freight 
refunds and reparations. Some of these have already been received. It is antic- 
ipated that the legal controversies and complications arising out of this decision 
will be not only numerous but of great complexity. 

3. The uncertainty as to whether the contract rates or indeed any specific rates 
ean or will be maintained in the future or if so for how long presents a new and 
serious hazard to merchants in their forward trading programs. 

4. The more than 35,000 contracts with merchants signed on behalf of these 
conferences represent an important and serious undertaking on the part of the 
conferences and substantial rights on the part of merchants which cannot be 
likely overlooked or left in limbo while protracted litigation is being carried on. 
It should be mentioned that although the contracts of the several conferences are 
not precisely alike, they represent definite obligations on the part of the carriers 
collectively to furnish space and maintain certain levels of rates, thus providing 
substantial advantages in addition to and apart from the rate discount so com- 
monly referred to. 

5. Without the benefit of the collective assurance of continued patronage 
afforded by the contracts there is a strong temptation perhaps especially on the 
part of carriers operating on low cost basis to fill empty space on their ships at 
a lower rate and thus increase their net revenue. This temptation is particularly 
strong in periods of short cargoes and cheap charters such as the present. Any 
such program can only lead to rate wars with attendant chaos and disaster. 

6. The impact of the almost inevitable tendency to slash rates must be felt 
more strongly by the high cost carriers (primarily the Americans) to their 
immediate disadvantage and the indirect disadvanatage of all those industries 
and workers dependent on shipping, likewise to the disadvantage of the American 
Government as a principal support of American shipping. 

7. The present bill aims only to maintain the status quo and that always 
under the ever watchful eye of the Federal Maritime Board while opportunity 
is given to fully consider the broad aspects of permanent legislation. 

&. The assertion of lack of urgency on the basis of limited use of contract 
rates—said to be less than one half of 1380 conferences—is most misleading in 
that the 130 conferences include those where contract rates could be considered 
as inappropriate, unnecessary, or in some instances unlawful. Actually, the con- 
tract rate system is used as a necessary support to the conference system in the 
great majority of instances where it could properly be available and in other in- 
stances its adoption has merely been held up pending the outcome of the 
litigation. 

9. The system has been broadly in use for many, many years. It has been con- 
sidered as permitted by the Shipping Act, 1916 for more than 40 years. It has 
the wide and vigorous support of carriers and merchants of all nationalities. It 
should not be lightly abandoned. On the contrary, the important and almost 
vested interests of both carriers and shippers should be protected while full and 
detailed consideration can be given to the national and international economic 
and policy factors involved. 

For the foregoing reasons we strongly recommend the immediate enactment 
of H. R. 12751. 


Mr. Baxer (Jasper Baker, United Fruit Co.). Jasper Baker, I 
am the Washington representative of the United Fruit Co. I would 
like to announce that we are strongly in favor of this bill and we ask 
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the privilege of placing before you a brief at the earliest possible 
moment, Monday or Tuesday. 

The Cuarrman. That will be received. 

(The statement of Ralph Keating follows :) 


STATEMENT OF RALPH KEATING, GENERAL MANAGER, FREIGHT AND PASSENGER 
DEPARTMENTS ON BEHALF OF UNITED FRUIT Co., Inc. In Support or H. R. 12751 


My name is Ralph Keating. I am general manager, freight and passenger 
departments of the United Fruit Co. 

I have been in the employ of the United Fruit Co. since 1919 and have been 
actively engaged in ocean transportation for approximately 40 years. 

; During the period 1941 to 1945, under war conditions. I was Director of Alloca- 
tions for the Maritime Commission and Deputy Administrator in Charge of Ship 
Allocations for the War Shipping Administration. 

. The United Fruit Co. strongly supports H. R. 12751 as a measure which provides 
timely relief in the avoidance or postponement of the economic disruption faced 
by shippers and carriers in the proposed outlawing of the dual-rate system. 

The United Fruit Co, has provided steamship service between the United States 
and the Caribbean area, i. e., Central American countries, the islands in the 
Caribbean, the north coast of Colombia and the Panama Canal Zone for a period 
of 59 years. The company owns and operates 23 American vessels, 21 Honduran 
vessels and 3 Dutch vessels. In addition to the owned fleet approximately 12 
vessels are annually chartered from other owners for operation in the Caribbean 
freight services. Regular services are maintained under conference agreements. 
All the freight conferences to which the company belongs use the dual-rate system. 
The company is unsubsidized. 

Our services are as follows: 

Between United States Atlantic and gulf ports and Cuba, Jamaica, Bahamas, 
Colombia, British Honduras, east coast ports of Costa Rica, Honduras, Guatemala 
and Panama. We also serve the west coast of Panama, Costa Rica, Nicaragua, 
Honduras, El Salvador, Guatemala, and the Panama Canal Zone. 

We are faced with competition by nonconference operators and conference 
operators in the trades covered by conference agreements. Currently the carriers 
who compete with us as nonconference operators where conferences are eStab- 
lished are: Ayo Bros., Buccaneer Line, Carl Matusek Shipping Co., Dalpha Line, 
Delfa Line, Golfo Cuba Line, Intercontinental Shipping Co., Navis Line, Palmer 
Line, Southern Shipping Co., Surinam Navigation Co., Trade Winds Line, 
Veramar Line, and West Indies Line. 

Our conference competition consists of the following: 

Cuba: Cubamar Line, Garcia Line, Lykes Line, Orlanda Line, Standard Fruit 
(Vacearo Line), Vacuba Line, Ward Line, West India Fruit & SS Line, and West 
Line. 

Jamaica: Alcoa 8.8. Co., and Grace Line, Inc. 

Colombia, east coast: Coldemar Line, Grace Line, Inc., Lykes Line, and Trans- 
portadora Grancolombiana. 

Panama Canal Zone: Coldemar Line, Grace Line, Inc., Mamenic Line, Panama 
Line, and West Coast Line. 

West coast, Central America: Grace Line, Inc., Lykes Line, Mamenic Line, and 
Panama Line. 

There is no evidence in the history of service between United States and Carib- 
bean area ports to support a contention that the dual-rate system has restricted 
or eliminated competition. To the contrary, it is clear that competition both 
within and without the freight conferences has been extensive and that heavy 
overtonnaging may be found in many areas of the Caribbean. 

The steamship industry faces the abolishment of the dual-rate system coin- 
cidental with a widespread depression in world trade and at a time when the 
rate cutter, the “hit-and-run” operator, and the opportunist may readily acquire 
cheap tonnage. These are the bases for inevitable disruption of rate structures 
and the creation of practices which are harmful to carriers and shippers. Here 
is the invitation to the nonconference operator to begin wholesale raiding of 
trades served by established carriers operating under stabilized rate structures. 
The methods are well known. They consist in the bidding for large or choice 
lots of cargo at reduced rates, leaving the remainder for movement by established 
carriers whose long-term obligations are to provide for the exporter a regular 
and dependable steamship service. The nonconference operator has no intention 
to furnish regular service or to join a freight conference. His practice is to 
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move from one trade to another as opportunity presents itself to take volume lots 
of cargo from established carriers. This practice was not eliminated by the 
dual-rate system, but was held in reasonable restraint through the unwillingness 
of shippers to jeopardized contract arrangements which assured them of service 
and rate stability. The elimination of the dual-rate system removes any such 
restraint and, in actuality, requires shippers to protect themselves against losses 
of market by seeking space in the vessels of the cutrate operator. The chaos 
which has been predicted by many witnesses before this committee is a natural 
result of the inevitable attempt by both shippers and established carriers to pro- 
tect their own interests in the fact of unstabilized rates. 

The dual-rate system has been before the courts for a number of years upon 
the instance of one steamship operator. It has not been presented to Congress 
for study and consideration in the light of its essentiality in the preservation of 
freight conferences which came into being by act of Congress in 1916 and which 
have justified their existence as beneficial to the American exporter and to the 
American merchant marine. Passage by Congress of H. R. 12751 will harm no 
one and will provide opportunity for congressional exploration of the dual-rate 
system and its relation'to the progress and well being of our merchant marine. 
Additionally, its passage will assure essential interim relief in the operation of 
a vital industry which otherwise faces the burden of surviving an overnight 
abolishment of the foundation upon which the freight conference rests. 


Mr. Macner (James E. Magner, executive vice president, Grace 
Line, Inc., New York). My name is James E. Magner, executive vice 
president of the Grace Line. 

We are here expressly to support the legislation before this com- 
mittee. It is timely and it is needed. We would like to have the privi- 
lege of submitting a statement later. 

The Cuatrman. That will be permitted. 

(The statement of James E. Magner follows :) 


STATEMENT OF JAMES E. MAGNER, EXECUTIVE VICE PRESIDENT, ON BEHALF OF 
GRACE LINE, INC., IN Support oF H. R. 12751 


My name is James E. Magner, I am executive vice president of Grace Line, 
Ine. 

Grace Line strongly supports H. R. 12751 as timely and necessary, particu- 
larly now, because of the depressed traffic conditions in foreign trade which 
exist generally in all trade areas under today’s international conditions. Any 
break in rate structures at this time on the routes served by Grace Line 
would be especially serious for our company. 

I have been in the employ of Grace for over 40 years, always actively engaged 
in foreign freight traffic and working in the handling and developing of traffic 
between the United States and the areas in Latin America served by Grace 
Line. I have participated in ratemaking as an individual line and as a 
conference member for many years and am personally familiar with confer- 
ence procedures and practices generally. This ratemaking system is used 
throughout the world. 

Grace Line, Inec., is an American-owned steamship company, operating exclu- 
sively United States-flag ships, consisting of 2 large passenger-cargo vessels, 
9 combination cargo-passenger vessels, and 22 dry cargo vessels. 

Regular services are maintained, under an operating-differential subsidy 
agreement with the United States Government, on the following trade routes 
declared to be essential by the Federal Maritime Board: 

Trade route 4: Between United States Atlantic ports and ports in the 
Netherlands Antilles, north coast of Venezuela, and Colombia; and ports in 
the Caribbean. 

Trade route 2: Between United States Atlantic ports and ports in the Panama 
Canal Zone and ports on the west coasts of Colombia, Ecuador, Peru, and Chile. 

Trade route 25: Between United States Pacific ports and ports on the west 
coasts of Mexico-Central America, Panama, and the west coast of South America. 

Grace Line, since the establishment of a conference, or since the start of 
its service in certain areas, has been and is a member of the conferences in 
the trade it serves, and the majority of such conferences use the dual-rate 
system. Weare a strong believer in the conference dual-rate system as a2 means 
of preserving rate equality to all shippers and stability in rate structures in 
international commerce. 
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The dual rate or contract rate system has greatly contributed to the stability 
of rates in these trades and has had the support of the vast majority of shippers, 
large and small, who are benefited by regularity of sailings, good, efficient 
handling, and services at fair and equitable, stable rates. There seems to be 
an impression that there are two distinct groups of shippers, i. e., those who 
have signed contracts with the conference under a dual rate system—contract 
shippers; and a separate group, who have elected not to sign contracts— 
noncontract shippers. This is not so. There is but one group of shippers as 
practically all shippers, large and small, have signed contracts with the con- 
ferences in the trade areas we serve. 

For example: 

In the trade from the United States Atlantic to Venezuela, the conference 
has 7,380 contract signers; in the trade from the United States Atlantic to the 
east coast of Colombia, the conference has 6,844 contract signers; in the trade 
from the United States Atlantic to the west coast of South America, the con- 
ference has 7,276 contract signers. 

The nonconference operator secures his cargo by undercutting the confer- 
ence rate, thereby either inducing the shipper to avoid or sidestep his contract 
obligations by shipping under another name or some such device; or inducing 
the consignee to instruct the shipper to avoid his contract obligations in a 
similar manner. The conference lines and a nonconference operator compete 
for the same cargo from the same group of shippers. 

Active competition does exist in all these trades. We experience rate cutting 
from time to time by sporadic operators, but such raiding by hit-and-run op- 
portunists would be completely uncontrolled without the contract rate system. 

On trade route 4, Grace Line competes with 9 foreign-flag conference services 
and 6 foreign-flag nonconference services, and occasional foreign-flag tramp 
vessels. 

On trade route 2, Grace Line competes with 2 United States-flag conference 
services (Panama Canal Zone only), 4 foreign-flag conference services, and 2 
United States-flag nonconference services (Panama Canal Zone only), and oc- 
easional foreign-flag nonconference tramp ships. 

On trade route 25, Grace Line competes with 1 United States-flag confer- 
ence service (Panama Canal Zone only) and 11 foreign-flag conference services 
and frequent foreign-flag tramp vessels. 

The contract-rate system does not prevent competition, as some would have 
you believe. There are more competing lines in the trades where the system 
is in effect than in trades where it is not used. The system’s only effect on com- 
petition is to prevent the discriminatory practice followed by a few operators 
who elect to remain outside the conferences in order to bid for attractive lots 
of cargo by underquoting conference rates. Unless stopped, such practices de- 
stroy equality of rates to all shippers, large and small, and stability. It is not 
possible to have both equality of rates and rate cutting side by side. 

We share the belief of the many liner service operators that the present 
doubts or uncertainty as to the legality of the conference dual-rate system can 
only lead to disruption of existing contracts with shippers with an inevitable 
breakdown in stability of rate structures, regularity of sailings, and services. 
With the depressed tonnage and traffic conditions as they generally exist today, 
this can quickly lead into destructive rate wars not beneficial to the foreign 
commerce of the United States, disastrous to the carriers, and not of benefit 
to, or desired by, the vast majority of shippers. 

As of now, five of our dry cargo vessels cannot be economically employed 
in their accustomed service because of scarcity of cargo. Two are on outside 
term charters, which shortly expire. Three are laid up. One additional 
freighter will be laid up at the expiration of its present voyage. This lack 
of cargo is not peculiar to the trades we serve, but exists worldwide and can 
be proven by the increasing number of ships, both United States-flag and for- 
eign-flag, which have been and are being laid up. This situation is serious to- 
day to all concerned in foreign trade, the exporters, the importers, the carriers, 
the workers ashore and afloat, and the Government as well. It should not be 
permitted to worsen because of inaction of any nature. Continued uncertainty 
as to the legality of the contract-rate system could be the spark, under today’s 
traffic conditions, which could ignite the catastrophe of widespread rate collapse. 

In the situation of a prolonged rate fight, it is clearly evident that the carrier 
will suffer severe, unrecoverable loss of revenues. Even Isbrandtsen has ad- 
mitted to this committee that the losses incurred in the rate war in the trade 
from Japan to the United States have practically driven Isbrandtsen out of 
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the trade. It is equally true that United States exporters and United States 
importers gain nothing as, unavoidably, because of competitive reasons, the 
reduction in freight costs accrues to the foreign buyer and seller. United States 
labor also is adversely affected. As sailings and services are curtailed, ship 
are laid up—less jobs are available—workers are laid off afloat and ashore— 
less supplies are consumed. So the snowball grows. The Government is doubly 
affected. Not only does it lose recapture funds from subsidized carriers, but 
it also loses taxes from all American companies, both subsidized and nonsub- 
sidized, Workers in all allied industries are affected, such as repair yards, ship- 
building, chandlers, towboat companies, truckers, longshore workers, etc. The 
Government is also affected by any reduction in the wages of these workers 
by loss of income tax and by increase of unemployment rolls. 

It is not mere speculation to predict rate wars when the contract rate system 
is prevented. The trades from Japan have been denied the contract-rate system 
since World War II. They have been in unrestricted rate compeition and have 
experienced a bitter rate war among the lines. In my experience, I have seen 
similar and perhaps worse rate wars in other trades where nonconference rate 
cutting has not been controlled. The effects continue many years after the rate 
war terminates. 

We urge that this proposed H. R. 12751 be enacted as promptly as possible so 
as to provide the reasonable status quo period of time, so that Congress may 
study the entire subject fully and carefully, during which period the Nation’s 
foreign commerce may continue to be handled under conditions and regulations 
as it has for the past many years. 

I do not want to conclude this statement without presenting to the committee 
my own view of the potential consequences to Grace Line in the event the con- 
tract-rate system is canceled in our trades and rate wars follow. 

When rates are opened to meet nonconference rate cutting, there is no bottom 
to the rates since no government can fix minimum rates in international com- 
merce. I am informed that rates dropped as much as 80 percent in the Japan 
homeward trade after rates were opened in the spring of 1953. Such a drop is 
not uncommon. In our case a drop in our overall rate structure of as little as 
15 percent would have wiped out all our profits in 1956 and 1957, eliminating 
entirely all recapture and Federal taxes. 

It is wrong to represent to you that our subsidy aid places us on equal com- 
petitive terms with our foreign competitors. The subsidy applies on a limited 
number of operating costs. Many foreign companies pay less overhead, for ex- 
ample. Some pay taxes but some less than ours or none at all. Few or none 
are required to replace their vessels as rapidly as we. Many depreciate their 
vessels in a few years but operate them many years beyond our own useful life 
period. 

We have undertaken a tremendously ambitious replacement program. We 
did so optimistically, believing that we could meet our commitments if we 
could anticipate reasonable future profits. That cannot be done if our freight 
rates, which are the source of any carrier’s revenue, are drastically cut by rate 
wars. It is to avoid such unnecessary and grave consequences that we seek 
to avoid open rate conditions. 

I believe that passage of H. R. 12751 will serve that purpose and provide the 
necessary time in which to crystallize the best thinking and then prepare 
soundly conceived realistic legislation. 


Mr. Sackett (David H. Sackett, general secretary, Caleutta-United 
States of America Conference). On behalf of the conference, I am 
here to support the bill and with your permission will file a statement. 

The CHairmMan. That will be permitted. 

(The statement of David H. Sackett follows:) 


STATEMENT OF Davin H. SACKETT, GENERAL SECRETARY CALCUTTA-UNITED STATES 
OF AMERICA CONFERENCE IN Support oF H. R. 12751 


This conference is an association of eight steamship companies organized pur- 
suant to an agreement which has been approved by the Federal Maritime Board 
and its predecessors (agreement No. 6500). 

Its member lines as indicated below engage in the homeward trade from the 
port of Calcutta, India, to ports on the United States Atlantic coast in the range 
from Portland, Maine, to Hampton Roads, Va. : 
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American Export Lines, Inc.; Central Gulf Steamship Corp.; Ellerman & 
Bucknall Associated Lines; Hellenic Lines, Ltd.; Isthmian Lines, Inc.; The 
Bank Line, Ltd.; The Scindia Steam Navigation Co., Ltd.; and Thos. & Jno. 
Brocklebank, Ltd. 

In the year 1946, our present contract system with exporters and importers was 
instituted. This contract system has proved eminently satisfactory to both our 
contractors and our member lines. Many of our contractors have already ad- 
vised this committee of their support of H. R. 12751. 

The decision of the United States Supreme Court on May 19, 1958 in Federal 
Maritime Board v. Isbrandtsen Company, Inc., et al. has engendered great un- 
certainty and confusion and threatens to create unstable freight rates in the 
trade unless H. R. 12751 is enacted into law. 

While conference counsel advises us that the Supreme Court decision can be 
distinguished as not being applicable to our dual-rate contract system, neverthe- 
less, the Supreme Court decision leaves the issue of whether a particular contract 
system was intended or has the effect of stifling competition for the Federal 
Maritime Board to determine. 

The Federal Maritime Board has never made any such determination in ¢con- 
nection with our system. 

In addition, we are faced with the dissenting opinion of Mr. Justice Frank- 
furter construing the majority opinion as outlawing all dual rate systems. 

It is reiterated that great uncertainty has been created and our contractors 
inquire of us whether the Supreme Court’s decision nullifies our contracts with 
them. Such doubts can only be resolved by further litigation. 

Without the use of a dual rate system, the conference cannot continue to pro- 
vide its shippers with stable, fair and reasonable rates or continue to make the 
necessary investment in ships, port facilities, etc., require to provide regular and 
dependable service in the trade. 

The member lines of this conference wholeheartedly endorse and strongly urge 
the enactment of H. R. 12751 as it is our seriously considered opinion that such 
interim legislation is vitally important and absolutely essential, affording further 
opportunity to study this problem and its solution by enactment of permanent 
legislation. 

Thank you, Mr. Chairman, for permitting the filing of this statement. 


Mr. Puivures (John M. Phillips, the India, Pakistan, Ceylon and 
Burma Outward Freight Conference). John M. Phillips: I am gen- 
eral executive secretary of the India, Pakistan, Ceylon and Burma 
Outward Freight Conference. The member lines of that conference 
wholeheartedly support the bill, and I ask the privilege of making a 
statement. 

The Cuamman. It will be permitted. 

(The statement of John M. Phillips follows :) 


STATEMENT OF JOHN M. PHILLIPS ON BEHALF OF THE INDIA, PAKISTAN, CEYLON 
AND BURMA OUTWARD FREIGHT CONFERENCE 


Mr. Chairman and members of the committee, I was present during the hear- 
ings and available to testify in support of H. R. 12751 as general executive secre- 
tary of the India, Pakistan, Ceylon and Burma Outward Freight Conference. It 
developed that there was insufficient time for all witnesses in support of the 
measure to be heard and accordingly permission was granted allowing the con- 
ference to file a statement with this committee in support of the proposed legisla- 
tion. 

The India, Pakistan, Ceylon and Burma Outward Freight Conference is an 
association of 8 steamship lines operating in the foreign commerce of the 
United States under the terms of a basic agreement (agreement No. 7690) which 
has been approved by the predecessor agency of the Federal Maritime Board 
pursuant to the provisions of section 15 of the Shipping Act, 1916 (46 U.S. C. A. 
sec. 814). This conference covers the trade from United States Atlantic and 
Gulf of Mexico ports to ports in India, Pakistan, Ceylon, and Burma. The 
following common carriers are members of this conference: American Export 
Lines, Inc., Ellerman & Bucknall Associated Lines, Hellenic Lines, Ltd., Hoegh 
Lines Joint Service, Isthmian Lines, Inc., Nedlloyd Line, The Bank Line, Ltd., 
and American President Lines, Ltd. 
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Since June 1947 this conference has had in effect a contract dual-rate system 
and as of the date of this statement has approximately 6,500 contracts with its 
shippers. Immediately following the decision of the United States Supreme 
Court rendered on May 19, 1958, in Federal Maritime Board v. Isbrandtsen Co. 
Inc, et al., numerous inquiries were received, particularly from small shippers, 
as to what impact the Supreme Court decision might have upon the validity of 
the contracts which the shippers have with the lines members of this conference. 
Other shippers, who had not previously signed such contracts, inquired whether 
they should sign such contracts in view of the Supreme Court decision. Some 
substantial shippers have questioned whether they are still obligated bv their 
contracts under the circumstances. 

We are advised by conference counsel that the Supreme Court decision has not 
made illegal the contracts which we have with our shippers inasmuch as our 
contract system was not instituted to stifle or curtail nonconference competition 
and, as a matter of fact, it has never had this effect. While we believe our con- 
tracts continue to be valid, inquiries from some of our shippers indicate that 
they do not concur in our position. Thus, as a result of the Supreme Court 
decision the continued stability of relations between shippers and the member 
lines of this conference has been threatened. Unless the legislation proposed 
in H. R. 12751 is passed, many years of litigation may ensue before the uncer- 
tainties created by the Supreme Court decision are resolved. 

It is the position of the member lines of this conference that to prevent rate 
instability, which would be detrimental to the foreign commerce of the United 
States and to carriers and shippers alike, this legislation should be passed for 
an interim period while permanent legislation is being considered by Congress. 

The lines members of this conference heartily endorse H. R. 12751 and urge its 
early enactment. 


Mr. Fotry (George F. Foley, chairman, River Plate and Brazil 
Conferences, 17 Battery Place, New York City). George Foley, 
chairman of the River Plate and Brazil Conferences, and also five in- 
bound conferences from South America to the east coast of the United 
States. 

Our member lines heartily support this bill and would like the 
privilege of submitting a statement. 

The Cnarman. That will be permitted. 

(The statement of George F. Foley follows :) 


STATEMENT OF GEORGE F. FoLtrEy, CHAIRMAN, RIVER PLATE AND BRAZIL CONFER- 
ENCES, East Coast SourH AMERICA REEFER CONFERENCE, BRAziIL/UNITED 
STaTES-CANADA FREIGHT CONFERENCE, MiIp BraAzIL/UNITED STATES-CANADA 
FREIGHT CONFERENCE, NorRTH BRAZIL/UNITED STATES-CANADA FREIGHT CON- 
FERENCE, RIVER PLATE/UNITED STATES-CANADA FREIGHT CONFERENCE, NEW YORK, 
N. Y., In Support oF H. R. 12751: H. R. 12758; ann H. R. 12748 


Mr. Chairman and members of the committee, in accordance with the permis- 
sion granted to me at the hearing of this committee on Friday, June 6, 1958, I 
wish to file this statement in support of H. R. 12751, H. R. 12758 and H. R. 12748 
on behalf of the following conferences of which I am chairman: River Plate and 
Brazil Conferences, East Coast South America Reefer Conference, Brazil/United 
States-Canada Freight Conference, Mid Brazil/United States-Canada Freight 
Conference, North Brazil/United States-Canada Freight Conference, River 
Plate/United States-Canada Freight Conference. 

These conferences cover both the export and import trade between United 
States Atlantic and gulf ports and ports in Brazil, Argentina, Uruguay, and 
Paraguay. 

I have been chairman of the River Plate and Brazil Conferences since 1936 
and chairman of the other conferences since their formation at later dates. 
Prior to 1930, I was employed by the United States Shipping Board from 1919 
through 1930; first in the Operating Department until 1924, and from 1924 to 
1930 as head of the Long Voyage and South American Trade Division of the 
Traffic Department, supervising traffic activities of Shipping Board vessels oper- 
ating in the long voyage and South American trades. 

These conferences currently have in effect with shippers and consignees ap- 
proximately 8,000 contracts. 
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Following the decision of the Supreme Court in Federal Maritime Board v. 
Isbrandtsen Co., Inc., et al., we received numerous inquiries from our contract 
shippers raising the question of their status under our conference contracts with 
them. The stable relations between the member lines of the conferences and 
their shippers which have existed for many years, are seriously threatened as a 
result of the uncertainty created by the Supreme Court decision. The question 
has been raised as to the continued legality of the reduction in rates given to con- 
tract shippers, and whether carriers are under an obligation to collect from 
contract shippers the difference between the regular tariff rates and the contract 
rates. 

In addition we are faced with the conflicting interpretations which may be 
placed upon the Supreme Court decision. For example, if we examine the decision 
written by Judge Brennan, the Court condemned the dual-rate system of the 
Japan/Atlantic Conference because it was intended to stifie competition from 
a nonconference carrier and was, therefore, considered to be a predatory device. 
At another place in the opinion, the Court said that the dual rate system of that 
conference would “curtail” competition. The court also said the system would 
“offset” or was designed to “meet” competition. The words “stifle,” “curtail,” 
“offset,” and “meet” all have different meanings, yet the Supreme Court decision 
uses all these words in describing the effect of the contract rate system of the 
Japan/Atlantic Conference. 

Furthermore, the Court said, “since, as we hold section 14, Third, strikes down 
dual-rate systems only where they are employed as predator devices, then pre- 
cise findings by the Board as to a particular system’s intent and effect would 
become essential to a judicial determination of the system’s validity under the 
statute.” The state of doubt cast over the contract system of various conferences 
was reflected in the testimony of Mr. Ben Quill when he testified before this 
committee, for as he stated, “the decision casts grave doubt on the legality of 
most of the dual-rate systems presently employed by steamship conferences.” 

In addition we are faced with further uncertainty by the language of Mr. 
Justice Frankfurter, in his dissenting opinion, in which he construes the 
majority opinion as outlawing all dual-rate systems. 

The principal reason for the use of contract/noncontract rates in this trade is 
to assure the continuance of the conference; the frequency, dependability, and 
stability of service; and the uniformity and stability of freight rates. The 
members recognize that if they are to continue providing the character of service 
which the shippers need and waat, the carriers’ regular services must be sup- 
ported by a regular flow of cargo from those shippers; and something more than 
mere cooperation is essential. Hence, lower contract rates are made available 
to those shippers who express their willingness to cooperate in a binding contract 
to ship all of their exports on conference lines. 

Informal discussions with shippers’ representatives have disclosed that most 
responsible shippers are willing to pay uniform and stable Conference rates in 
order to support stability and frequency of service, which has more commercial 
value to them over a period of time than the ability occasionally to avail them- 
selves of somewhat lower rates offered by nonconference carriers. And the 
carriers, by obtaining such contracts from shippers, are better able to estimate 
the approximate volume of traffic that is to be expected, how much of their total 
tonnage to assign to the trade, and to arrange their sailing schedule accordingly. 

Experience has shown, moreover, that the contract/noncontract system has 
been mutually beneficial to carriers and shippers. The members have been pro- 
vided with a regular source of cargo at compensatory rates, which in turn has 
permitted the members to provide all shippers, both contract and noncontract, 
with frequent, regular scheduled sailings at uniform rates which, for all practical 
purposes, are available for an advance booking period—a service of utmost im- 
portance to those American exporters who quote their products to foreign cus- 
tomers on a ¢c. i. f. basis. 

On the other hand, the members have no reason to believe that their con- 
tract/noncontract rates result in any necessary hardship to either noncontract 
shippers or nonconference carriers. Shippers’ contracts and the benefits there- 
of, including the lower contract rates, are offered without discrimination to any 
shipper or prospective shipper who is willing to sign such a contract with the 
members of the conference and any noconference carrier who desires to join 
with the other members of the conference and participate in the cargo offered 
by contract shippers may do so, merely by applying for membership in the con- 
ference and agreeing to abide by its rules, regulations and tariffs. Therefore, 
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any handicap of a noncontract shipper or a nonconference carrier is a handicap 
voluntarily assumed, not the result of discrimination by the members of the con- 
ference. 

I would like to divert for a moment and refer to the testimony of Mr. O’Connor 
before this committee wherein he made the charge that the dual-rate system 
amounts to common carriers charging two different rates for identical transpor- 
tation services on the same ship. This contention has been part of his stock 
argument in the various dual-rate cases, which have been considered by the Fed- 
eral Maritime Board and courts. To date neither the Board nor any court has 
given any credence to this argument. What Mr. O’Connor chooses to overlook 
is the fact that a contract shipper is not on a parity with a noncontract shipper. 
A contract shipper limits his freedom of action in return for a rate reduction. 
Mr. O’Connor’s argument is really an argument that the contract system is 
“anjustly discriminatory” under sections 15, 16, and 17 of the Shipping Act. 
Under these sections not all discriminations are prohibited by the Shipping 
Act, but only those which are “unjustly” so. Clearly the charging of a lower rate 
to a shipper in view of the fact that he has signed a contract with the carriers 
confining his shipments exclusively to the conference lines is not “unjustly dis- 
criminatory” and has been so found by the Federal Maritime Board. 

In their testimony in opposition to this bill, Mr. O’Connor and Mr. Crinkley 
have approved of the conference system, and in fact urged it being maintained 
stating they see no reason for conferences to break up and open rate war sit- 
uations to develop. They definitely encourage the continuance of conferences 
without the dual-rate system. Their reason for this is rather obvious in view 
of the fact established by testimony that they customarily quote 10 percent below 
the conference rates. The situation they urge would, of course, leave them in 
a preferential position with conferences holding an umbrella over their heads 
and leaving the member lines of the conferences in a position akin to a flock of 
poultry without a protecting fence subject to the attack of any predatory fox. 
Conference ratemaking also relieves them of the responsibility of complicated 
studies to establish rates, since their activity in establishing rates appears to 
be confined to merely quoting 10 percent under the rates established by confer- 
ences in the trades where they operate whereas complete and detailed studies 
in connection with each commodity are made by conferences at considerable 
expense. 

Accordingly, we strongly urge the adoption of this legislation. 


Mr. Gattoway. William C. Galloway, chairman of the Pacific 
Westbound Conference. I am here at the unanimous direction of our 
member lines to support the bill before you. 

I ask your leave to file a short statement later. 

The CuatrmMan. That will be permitted. 

(The statement of William C. Galloway follows :) 


STATEMENT OF WILLIAM C. GALLOWAY, CHAIRMAN, Paciric WeEstTsouND Con- 
FERENCE, SAN FRANCISCO, CALIF., IN Support oF H. R. 12751 


My name is William C. Galloway. I am chairman of Pacific Westbound Con- 
ference, a steamship conference whose agreement has been approved by the 
Maritime Board, with offices at San Francisco, Calif. I am authorized to and 
am making this statement on behalf of the steamship lines constituting the mem- 
bership of Pacific Westbound Conference in support of H. R. 12751 and other 
identical bills. 

The membership of this conference consists of 18 American lines and foreign 
lines engaged in the trade from Pacific ports of the United States and Canada 
to the Orient. Our present member lines are the following : 

American : 

American Mail Line, Ltd. 
American President Lines, Ltd. 
Isthmian Lines, Inc. 

Pacific Far East Line, Inc. 
States Marine Corp. 

States Steamship Co. 
Waterman Steamship Corp. 
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Foreign : 
Daido Line 
De La Rama Lines 
Java Pacific & Hoegh Lines 
Klaveness Line 
Knutsen Line 
Nippon Yusen Kaisha 
Nissan Kisen Kaisha, Ltd. 
Nitto Shosen Co., Ltd. 
Osaka Shosen Kaihsa 
Pacific Orient Express Line 
Yamashita Kisen Kaisha 

The members have voted unanimousiy in support of this legislation. This 
conference was formed in 1923 and has used contract rates during the entire 
period of its existence. Among the principal commodities shipped on confer- 
ence lines are flour, lumber, woodpulp, paper, cotton, canned goods, machinery, 
chemicals, tallow, and other general cargo. 

The conference has approximately 4,100 outstanding contracts with Pacific 
coast shippers. 

During the year 1957 the number of sailings of vessels of member lines in the 
Pacific westbound trade totaled 1,055 or approximately 88 per month. 

As these hearings are limited to interim legislation only and in order to 
avoid repetition of testimony already introduced, we are restricting this state- 
ment to 1 or 2 points. 

The effect of the recent decision of the United States Supreme Court, Js- 
brandtsen y. United States, has been very disturbing and confusing to the ship- 
pers with whom our members deal. It is imperative that the merchants en- 
gaged in foreign trade have stable fixed rates in order to consummate sales 
in the overseas markets. Only strong steamship conferences can provide and 
assure rate stability. A strong conference is impossible without the contract 
rate system. 

The question was asked during these hearings as to whether a small shipper 
would get the advantages of the lower contract rates. We can say positively 
that he would. It is the practice of our member lines to see that new or oc- 
easional shippers know of the two rates, and it is ascertained if they desire 
to sign a contract. The carriers would in no instance apply the higher non- 
contract rate to a shipment without first explaining to the shipper concerned 
the two levels of rates and the general obligations of the contract rate agreement. 

One of the witnesses, John A. O’Connor, representing Isbrandtsen Line, an op- 
ponent of H. R. 12751, makes the assertion that there is no need for a dual- 
rate system in many trades as there is no competition. He said: 

“There is none of them (carriers) operating out of the west coast that has 
any independent competition.” (Steno transcript of hearings June 3, p. 82.) 

This statement is incorrect. There is one independent foreign-flag line in our 
trade (Pacific westbound). There is other more frequent competition in fishing 
vessels and tankers which load general cargo on their return trip to the Orient. 
There are also the tramps who fill out their bulk cargo loadings with general 
eargo at Pacific coast ports. These vessels are on the berth frequently, en- 
deavoring with reduced rates to supplement their bulk carryings with liner 
cargoes. 

We respectfully urge this honorable committee to approve H. R. 12751 so that 
reasonable stability in foreign freight rates can be maintained during the period 
while permanent legislation is under consideration by the Congress. 


Mr. Nash (J. F. Nash, Chairman, Atlantic-Gulf-Indonesia Confer- 
ence and Atlantic, Gulf and Finland Conference). 

Mr. Nasu. J. F. Nash, chairman of the Atlantic Gulf Indonesia 
Conference and the Atlantic, Gulf, and Finland Conference. We 
would like the privilege of filing a brief the early part of next week. 

The Cuatmrman. That will be permitted. 

(The statement of James F. Nash follows:) 
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STATEMENT OF JAMES F. Nasu ON BEHALF OF THE UNITED STATES ATLANTIC 
AND GULF-INDONESIA CONFERENCE AND THE UNITED STATES ATLANTIC AND GULF- 
SINGAPORE, MALAYA AND T'HAILAND CONFERENCE IN Support or H. R. 12751 


Gentlemen, this statement in support of H. R. 12751 is made on behalf of the 
Atlantic and Gulf-Indonesia Conference, an association of seven steamship lines 
engaged in the trade from United States Atiantic and Gulf of Mexico ports to 
ports in Indonesia, operating under a basic agreement (agreement No. 8080) 
approved by the Federal Maritime Board under section 15 of the Shipping Act, 
1916. In addition the Atlantic and Guif-Singapore, Malaya and Thailand Con- 
ference, composed of 11 lines, engaged in the foreign commerce of the United 
States from United States Atlantic and Gulf of Mexico ports to Singapore and 
ports in Malaya and Thailand, pursuant to a basic agreement approved by the 
Board (agreement No. 8240), also strongly urge the adoption of this bill. 

The meinbership of these conferences are as follows: 

Atlantic and Gulf-Indonesia Conference: American President Lines, Ltd., 
Fern-Ville Far East Lines, Isthmian Lines, Inc., Java New York Line, Lykes 
Bros. Steamship Co., Ine., A. P. Moller-Maersk Line, and Wilh. Wilhelmsens. 

Atlantic and Gulf-Singapore, Malaya and Thailand Conference: American 
President Lines, Ltd., Blue Funnel Line-Java New York Line, Compagnie de 
Transports Océaniques, Ellerman & Bucknall Associated Lines, Fern-Ville Far 
East Lines, Isthmian Lines, Inc., Lykes Bros. Steamship Co., Inc., Mitsui Steam- 
ship Co., Ltd., A. P. Moller-Maersk Line, Prince Line, Ltd., and Wilh. Wilhelmsens. 

I am the chairman of these two conferences. 

If we examine the decision of Justice Brennan in Federal Maritime Board v. 
Isbrandtsen Co., Inc., et al., the Court condemned the dual-rate system of the 
Japan-Atlantic Conference because it was intended to “stifle” the competition of 
a nonconference carrier. At other places in the opinion the Court said the dual- 
rate system of that conference would “curtail’’ competition. The Court also 
said the system would “offset” or “meet” competition. The words “stifle,” 
“curtail,” “offset” and “‘meet” all have different meanings. Further the Court 
said, “since, as we hold section 14, third, strikes down dual-rate systems only 
where they are employed as predatory devices, then precise findings by the 
Board as to a particular system’s intent and effect would become essential to a 
judicial determination of the system’s validity under the statute.” The state 
of doubt cast over the contract systems of various conferences was reflected in 
the testimony of Mr. Ben Guill when he testified before this committee, for, as 
he stated, “the decision casts grave doubts on the legality of most of the dual- 
rate systems presently employed by steamship conferences.” 

In addition, there is the further uncertainty created by the view of Justice 
Frankfurter in his dissenting opinion that the majority opinion outlaws all 
dual-rate systems. 

These conferences have in effect with their shippers approximately 5,000 con- 
tracts. Following the Court’s decision, many of our shippers questioned the legal 
status of our contracts. The only way these uncertainties can be resolved short 
of lengthy litigation before the Board and in the courts is by the passage of the 
proposed legislation. 

We strongly urge the adoption of H. R. 12751 during this session of the Congress. 


The Cuairman. The Chair has just received from San Francisco 
the following telegram: 


In the interest of maintaining stability in American maritime industry the 
International Longshoremen’s and Warehousemen’s Union urges favorable action 
on H. R. 12751. 

(Signed) Louis Goxtpsiatt, Secretary-Treasurer. 


There are other telegrams and letters here that will be placed with 
this one in the record. 
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(The telegrams and letters referred to follow :) 


SAN FRANctIsoo, Cauir., June 6, 1958 
Chairman Herspert C. BonNneER, 
House Merchant Marine Committee, 
House Office Building, Washington, D.C: 


In the interest of maintaining stability in American maritime industry the 
International Longshoremen’s and Warehousemen’s Union urges favorable action 
on H. R. 12751. 

Louris GOLDBLATT, 
Secretary-Treasurer. 


NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC., i 
New York, N. Y., June 6, 1958. 
Hon. Hersert C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, House of 
Representatives, Washington, D. C. 


Deak Mr. BONNER: We are pleased to confirm our telegram to you of June 3, 
reading as follows: ‘We wish to register our support of your proposed legislation 
to amend section 14 of the Shipping Act of 1916 to permit dual rate arrangements 
of steamship conferences to be continued for a period of 2 years. Our organiza- 
tion has always supported the conference system on the grounds that this is 
the only practical method of maintaining stability in ocean freight rates and 
the best way to protect small importers against discrimination. 

We feel that if the conference system is permitted to lapse as a result of 
the recent Supreme Court decision, it can only result in chaotic conditions in 
the ocean freight market. While this could possibly be of benefit to large 
shippers, who would be able to make advantageous arrangements with the 
carriers, it would definitely discriminate against the small shipper, who does 
not have the volume to permit him to bargain successfully with the steamship 
companies. Under the conference system, all shippers, both large and small, 
are on an equal basis and the possibilities of discrimination against the small 
shipper are reduced to a minimum. 

For the above reasons, we are wholeheartedly behind your efforts to secure 
stopgap legislation, which will sanction the present dual rate system until such 
time as permanent legislation may be enacted. 

Sincerely yours, 
Hagrey S. RADCLIFFE, 
Executive Vice President. 





E. I. pu Pont pe Nemours & Co., INc., 
TRAFFIC DEPARTMENT, 
Wilmington, Delware, June 9, 1958. 
Hon. Hersert ©. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee, House of 
Representatives, Washington, D.C. 

My pear Mr. Bonner: Because of your known interest in considering the 
effects of the recent Supreme Court decision in the Isbrandtsen case, I am 
taking the liberty of expressing to you and to Senator Warren G. Magnuson, 
chairman of the Committee on Interstate and Foreign Commerce, our views 
as a shipper on the subject of conferences and conference rates. 

We are in favor of steamship conferences and conference rates, including 
the dual-rate system which we believe strengthens the conferences. It has 
been our experience that they protect both the American shippers and the 
American shipowners and at the same time serve the public interest by helping 
to maintain an American merchant marine. We are, therefore, concerned that 
the decision in the Isbrandtsen case may result in their elimination. 

We respectfully urge that Congress give earnest consideration to this problem 
and take such action as will permit the conferences to continue to function on 
a basis that will provide shippers with regular service and stable rates. 


Very truly yours, t 
Rost. W. MarswHarr, Director. 
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HERMAN GOLDMAN, 
ATTORNEY AND COUNSELOR AT Law, 
New York, N. Y., June 16, 1958. 
Re H. R. 12751. 
COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
House Office Building, Washington, D. C. 

ESTEEMED Sirs: Pursuant to leave graciously granted to me by your telegram 
of June 13, I write this letter to you as counsel to the Far East Conference 
and the New York Committee of Inward Far East Lines with the same force 
and effect as if its contents had been made the subject of oral testimony by 
me before your committee in the course of the hearings on the above bill. 

I write specifically with reference to a letter to Hon. Herbert Bonner 
written by Mr. Matthew S. Crinkley and referred to in a news item in the 
New York Journal of Commerce, issue of June 13, 1958. From this news item 
{ would gather that it is Mr. Crinkley’s view that section 19 of the Merchant 
Marine Act, 1920 enables the Federal Maritime Board fully to deal with non- 
conference competition in such way as to make the use of dual-rate systems 
by conferences unnecessary and, accordingly, to make the enactment into 
law of H. R. 12751 superfluous. Mr. Crinkley’s argument, as reported, is 
completely fallacious. 

So that you may be advised of my qualification to speak on this subject with 
some authority, I want to advise you that I was counsel who argued on behalf 
of the Japan-Atlantic and Gulf Freight Conference before the Supreme Court 
in the case which was decided on May 19, 1958, the decision in which has 
necessitated the adoption of H. R. 12751. Moreover, I was counsel who argued 
on behalf of the conference in Far East Conference v. United States (342 U. S. 
570 (1952)). Further, I have represented conferences in their struggles against 
outside competition for a period of more than 25 years. 

Section 19 of the Merchant Marine Act, 1920, so far as here relevant, is as 
follows: 

“Sec. 19. (1) The Board is authorized and directed in aid of the accomplish- 
ment of the purposes of this Act :” 
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“(b) To make rules and regulations affecting shipping in the foreign trade not 
in conflict with law in order to adjust or meet general or special conditions 
unfavorable to shipping in the foreign trade, whether in any particular trade or 
upon any particular route or in commerce generally and which arise out of or 
result from foreign laws, rules, or regulations or from competitive methods or 
practices employed by owners, operators, agents, or masters of vessels of a 
foreign country; * * *” 

It is perfectly clear from this language that the power of the Board under 
section 19 with reference to competitive methods and practices employed by ship 
owners is specifically limited to such methods and practices of foreign shipowners. 
The Board has absolutely no power under section 19 to deal with the competitive 
methods and practices of Isbrandtsen or any other shipowner insofar as it is 
operating American-flag tonnage. In all of the trade routes where Isbrandtsen 
has litigated the legality of conference dual-rate practices, it has been operating 
wholly or predominantly American-flag tonnage. 

But the matter does not end there. The Board’s power is inadequate to deal 
effectively with rate-cutting practices of even foreign-flag steamship owners. A 
case in point is Section 19 Investigation, 1935 (1 U. S. 8. B. B. 470 (1935)). I 
was counsel to the Far East Conference and its members in that case. I refer 
the committee especially to the portion of the report in the above case dealing 
with conditions in the trade from the Atlantic coast to the Far East appearing at 
pages 476 to 481. The committee will find that the “conditions unfavorable to 
shipping in the foreign trade” there involved were brought about by foreign-flag 
ship owners. Some of the rigors of the rate war with which the report deals are 
recounted in the statement filed with your committee by Mr. James A. Dennean 
who is now the chairman of the Far East Conference. After finding these 
unfavorable conditions and that they were brought about by practices of foreign- 
flag owners, the Secretary of Commerce who was then charged with the regulatory 
functions now vested in the Federal Maritime Board, ruled that he could go no 
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further than to adopt a regulation requiring all carriers of cargo outward from 
the United States to file their rates with the Board within 30 days after the 
several rates would become effective. Such a regulation was, accordingly, 
adopted. 

Nonetheless, it is of record (see recommended decision of Chief Examiner Gus 
O. Basham, in F. M. B. dockets 726, 733, 734 and 735 served November 8, 1957- 
findings Nos. 11, 12, and 18) that the rate-cutting practices of the foreign-flag 
vessels continued unabated after the adoption of the regulation. 

[ submit that nothing in section 19 of the Merchant Marine Act, 1920, authorizes 
the Federal Maritime Board to deal at all with competitive methods of owners 
of American-flag vessels, or indeed, to deal effectively with cut-rate methods of 
foreign-flag operators. The powers under section 19 cannot perform the stabilizing 
function of a dual-rate system and, accordingly, in no way detract from the urgent 
necessity of the enactment of H. R. 12751. 

tespectfully yours, 
ELKAN TURK. 


SHIPBUILDERS COUNCIL OF AMERCTA, 
New York, N. Y., June 18, 1958. 
Re H. R. 12751 to amend the Shipping Act, 1916, to temporarily permit certain 
shipping conference dual-rate contract arrangements. 
Hon. Herpsert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C. 

DEAR Mr. BONNER: Pending bill H. R. 12751 to temporarily endorse certain 
shipping conference dual-rate contract arrangements, has been reviewed by the 
Shipbuilders Council of America in the light of the May 19, 1958, decision of 
the United States Supreme Court in the so-called dual-rate cases. While the 
council, as representative of the shipbuilding and ship repair industry, has no 
opinion as to the merits of the dual-rate system controversy, still, it does ap- 
preciate the disturbing effect the decision can have on the American merchant 
marine and ultimately on the shipbuilding and ship repair industry. The coun- 
cil’s concern is based on an acceptance of the premise that as a result of the 
Supreme Court decision the probability of rate wars and instability in the ship- 
ping industry is greatly increased. 

A condition where rate wars are prevalent and, consequently, shipping rates 
are depressed, would obviously not be conducive to orderly ship replacement or 
adequate ship maintenance and repair. The shipping of all nations would be 
affected but the problems created would be most acute in this country. 

For many years investment in American-flag tonnage was not considered at- 
tractive by prudent businessmen. It is only recently that the long-term statutory 
plan developed over the years in support of our merchant marine has been per- 
fected to a point where it is really beginning to induce new private capital into 
American shipping. A degree of stability seems to have been finally reached 
with the result that even conservative investors are being attracted. The 
Supreme Court decision is viewed as a real threat to that necessary stability. 

The council has noted with great misgiving the suggestion made in statements 
to the Committee by the representatives of the various American shipping lines, 
to the effect that the long-range replacement program just getting underway and 
other prospective new vessel construction is in jeopardy because of the de- 
cision. Obviously, the incidence of rate wars would greatly increase the prob- 
lem of successfully financing vessel replacements. Even the mere prospects of 
such instability in ocean shipping rates could be enough of a discouragiug factor 
to make it impossible for vessel operators to go to banks and insurance com- 
panies for the necessary credit. 

The dual-rate system is reputed to be a keystone in the promotion of stability 
in shipping rates. Whether it actually is or not, the council cannot judge, but 
the council urges that Congress not stand by to see what will happen. The 
prompt enactment of H. R. 12751 will allow a sober review of the whole question. 
It will at least temporarily eliminate the threat of instability inherent in the 
Supreme Court decision. 
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The members of the Shipbuilders Council of America urge the enactment of 
pending bill H. R. 12751 or some legislation of this nature before adjournment 
of the present Congress so as to insure continued stability of shipping rates by 
restraining the effect of the Supreme Court’s decision at least until the matter 
can be adequately considered and thus assuring that degree of continued sta- 
bility in the American merchant marine necessary for the maintenance of an ade- 
quate and efficient shipbuilding and ship repair industry. 

Respectfully yours, 


L. R. SANForD, President. 


WASHINGTON, June 30, 1958. 
Re H. R. 12751 to amend the 1916 Shipping Act in reference to the monopolis- 
tic exclusive patronage dual rate system. 
Hon. Hersertr C. BONNER, 
Chuirman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 

DEAR Mr. CHAIRMAN: In,support of my repeated contention that it is the 
foreign lines, rather than the American lines, which are pushing this legislation, 
[ refer to certain portions of the minutes of the hearings where the support 
of conferences was offered, as follows: 

Page 197: H. A. Carlys for 5 conferences out of the gulf, with 14 American 
line members and 31 foreign line members. 

Pages 399-0: Mr. Leonard James, representing 11 conferences with 15 
American line members and 127 foreign members. 

Page 450: Charles H. Andrews, representing 8 conferences with 27 American 
line members and 115 foreign lines. 

Page 454: George H. Foley, representing 7 conferences with 14 American line 
members and 79 foreign members. 

Page 428: A. J. Pasch, representing 12 conferences with 28 American line 
members and 41 foreign line members. 

Page 455: William C. Galloway, representing Pacific Westbound Conference, 
with 5 American line members and 13 foreign lines. 

Page 449: James A. Dennean, representing 2 conferences with 11 American line 
members and 20 foreign. 

The 3 other conferences supporting the bill have small membership—7 
American lines to 12 foreign lines. 

The above figures total representation of 87 American lines, as against 370 
foreign lines which appeared to support this legislation. 

There are, of course, duplications in those figures, because only 41 of the 
American freight lines (15 of them subsidized) out of a total of 112 American 
shipping companies (see U. 8S. Department of Commerce Publication, December 
31, 1957) belong to conferences and only 24 of those 41 lines belong to conferences 
which see fit to use the dual rate system, in one-half of the total of 125 freight 
conferences. (The system is not used in the six passenger conferences. ) 

In less than 10 of the 63 conferences now using the system is there the slightest 
“independent competition” (affidavit of L. Tibbott of Federal Maritime soard), 
which competition is charged as giving rise to the absolute “need for the system 
to assure “stability of rates” and “to prevent rate wars’’—all of which were sup- 
posed to be taken care by the conference system itself, not the “vermiform ap- 
pendix”—the dual rate system—illegally tacked on as the Supreme Court has 
now held. 

Congress is being hoodwinked ! 

Please make his letter, as well as my other communications, a part of the 
printed record. 

Pod Al > 
eaeen JOHN J. O'CONNOR. 


The Cuarman. The committee will stand adjourned. 
(Whereupon, at 4: 35 p. m., the hearing was adjourned and the com- 
Be 
mittee recessed subject to the call of the Chair.) 
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